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PAST ACCOMPLISHMENTS AND PRESENT PROSPECTS 
OF AMERICAN ECONOMICS 


Presidential address delivered at the Forty-eighth Annual Meeting of the American 
Economic Association, New York City, December 27, 1935. 

The present state of American economics gives ground for both congratulation and 
humility. A revival occurred after the Civil War, reoriented by the founders of the Amer- 
ican Economic Association. Though leaning at first toward the historical method, the first 
great result was an indigenous growth of systematic economics of marginal equilibrium. 
The marginal method, possibly our greatest single tool of analysis, is not limited to theories 
of equilibrium, which are themselves tools of analysis, not finished pictures of the economic 
world. 

The critical movement which followed did not wipe out the marginal economics, the 
best test being the continued use and development of its concepts, though often in modified 
form, by those now engaged in positive studies. For example, the theory of imperfect 
competition has required a more accurate statement than before of the conditions necessary 
to petfect competition, in order to show how different conditions lead to different results. 

In the present crisis, a few economists have helped shape policy, many have rendered 
good service in subordinate positions, but economics as a whole has not furnished authori- 
tative guidance, owing largely to the inherent limitations of scientific method in dealing 
with practical issues in this field. We are entering a new epoch in the relation of govern- 
ment to industry, raising the question whether the extension of control is passing the limits 
within which gradual change is possible. The economist will naturally tend to give 
evolutionary change the benefit of every doubt, and to hold that it may yet succeed. While 
the ultimate answer to this and many other questions rests with trial-and-error experimen- 
tation, economic analysis can still contribute much, and there are many problems which 
challenge it. The most important thing is to maintain free scientific inquiry. 


This is a time for reviewing fifty years of accomplishment in our science; 
and much accomplishment there has been, in which we may well take pride. 
But while this is fitting and proper, we shall not do well to dwell too much 
on the mood of self-congratulation. For this is also a time for rather deep 
humility and searching examination of our results, our methods and our 
standards. We know much more than we did fifty years ago, but in another 
sense there is much less of which we are certain. And it remains true that in 
a time of desperate need economics has not furnished the unified and au- 
thoritative guidance which many have thought, rightly or wrongly, that they 
had a right to expect. The story I must try to tell is an unfinished one, and 
there is no guarantee of a happy ending. 


A Review of Fifty Years: The Starting-Point 


“Speaking generally, . . . the men best qualified to stand in the front rank 
of American Economists are not the authors of systems or general theories, or 


2 ]. M. Clark [March 03 
textbooks of | but writers on special subjects. . . . The number ~ 
of powerful i as brought to bear on them is a remarkable phe- I ther 
nomenon... . rfection of its economic statistics America leaves Eno. it 
land behind. not written in 1935, but in 1880, by Cliffe Leslie. 7 
and the men | riters on special subjects include David A. Wells, Fat 
Francis A. Wall m G. Sumner, C. F. Dunbar and Simon Newcomb, and 
A few years |: r and Newcomb joined the ranks of the authors of Hc. 
general treati ter still, the tone of the picture changed radically. i it 
The great 1 <pansion of American economics dates, not from tvp 
the founding erican Economic Association, but from the end of i ,,., 
the Civil War. 7 ling of the Association marks, however, a pro- I 7}, 
found reorien the utmost importance. To understand it, one must iM «ys 
go back to tl llege teaching of economics half a generation BM ¢},: 
previous. The typically treated as an adjunct to philosophy; and Hi ;;, 
simple and al | laws’ were presented as final truths about the 
economic wot this schooling came a small group of young and BM +, 
able students t enough to react against it, conscious of defects BM p, 
of traditional | shortcomings of traditional doctrine, and am- B® ;., 
bitious to bui tructure on sounder foundations. They went to B® an 
Germany for idy; and we now delight to honor them as the HM f, 
Pilgrim Fath« movement. bu 
The period ty years which followed may be roughly marked Bi of 
off into four ments, coming into dominance at successive pe- BM F, 
riods of time, bi pping one another as all such movements in history Fm 
are bound to t . period of preparation, orientation and gesta- ; ur 
tion, lasting u tely 1890, and including the formation of the BW ¢, 
Economic As: second came the development and consolidation of B® a; 
an indigenous the marginal economics, paralleling the develop- ae 


ment of the mics and of Alfred Marshall’s economics in B® at 
England. Thit tical movement; and fourth, the rise to dominance 
of positive ty ly of diverse sorts, among which our efforts are 
divided—sha 1?at the present time. 7 
Orientation, Gestation 
The proces n contained much that was superficially para- Bi ,, 
doxical. It wz transition of which one might flippantly say that B® ., 
it gradually tr \merican economists from Jaissez faire protection: ,, 
ists to free-ts lieved strongly in the positive function of the 
State in econ ; paradox, however, is easily explained by the Fa, 
changing issu . More seriously one might ponder over 25 , 
movement, lat ted by a spirit of breaking away from traditional FM . 
system theoric rently well launched in the direction of the His- 


torical School ding fruit of which in its first twenty years 
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umber [and more was a most luxuriant crop of system theories of a new sort. If 
€ phe- there was one thing that American economics did not do during that period, 
S Eng- was to become dominantly historical. 

Leslie. 


To explain this fact it may be sufficient to recall that these Pilgrim 
Fathers were individuals, independent-minded, differing from one another, 
and no more prepared to accept uncritically the more extreme forms of 


ors of MR German doctrines than those of their own country. They brought back 
ically. BM ith them a social type of ethical background, but not a particularistic 
t from type of nationalism. Their conception of the increased réle of the State 
nd of BF 1; at the service of this social ethics, not of narrow nationalistic ends. 


They genuinely wished a broader groundwork of historical fact to put 
system theory on a proper basis, but not to displace it entirely. On the whole, 
they were, and remained, more nearly in the current of the English tradi- 
tion than in that of Germany. 

While the younger members of the group were laying their foundations, 
the commanding figure of Francis A. Walker dominated the field; his 
© Political Economy, appearing in 1883, took rank as the outstanding Amer- 
ican treatise, and bridged the interval between the earlier classical period 
and the later marginalism. Soon after, the younger group began to put 
forth their works. As might be expected, there were many special studies; 
but far more revealing were a few that expressed the writers’ general points 


arked BB of view—my father’s Philosophy of Wealth, Patten’s Premises of Political 
ve pe Be Economy and his Consumption of Wealth, and Henry C. Adams’s classic 
ustoty BH monograph on The State in Relation to Industrial Action. Here was an 
gesta- BS unmistakable reorientation, neither classical nor purely historical. By the 
of ‘? end of the eighties, Ely’s Introduction to Political Economy had appeared; 
ion 


and two papers by my father and one by Stuart Wood had staked out the 
marginal productivity theory of distribution. The phase of preparation was 
at an end. 

Systematic Marginal Economics 


Of the various forms of systematic marginal economics which had their 
independent origin in this country, there is little I can profitably attempt 
to say in the time available, save that they caused this country to take rank 
with the leading foreign countries in the development of theoretical eco- 


—. nomics which was directed to analyzing the conditions of a stable or a 
i 4 static equilibrium. The few comments I shall make are not so much on the 
i marginal economics as on our attitude toward it. 
) 


One is that the marginal or differential method is and remains perhaps 
the greatest single tool of economic analysis; and its usefulness is by no 
means confined to the study of the simple conditions of perfect and stable 
equilibrium. Another is that these studies of equilibrium are not end- 
products, and not to be construed as finished pictures of the actual world; 
in my father’s case at least great care was taken not to present them as 
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ls of analysis and methods of approach to , 
to be finished. A third point is that while , 
deals in its way with forces which are at 
form in which it presents these forces will 
modified when we move on to the task of 
operate. The terms of a static demand sched- 
rder to fashion it into a verifiable concept; 
toward cost of production does not operate 
tions. Some of these changes are likely to be 
Mill described as chemical rather than me. 
it deducible by the method of composition of 


ure not the whole of economics. 

nomics of marginal equilibrium held the 
y, these qualifications tended to be forgotten 
nd the result was really an injustice to the 


t¢ d of it. 
Critical Movement 


nal economics free from disagreement and 


its family quarrels were famous. More serious 
m Thorstein Veblen even before the publica- 


of Wealth; but for some time he made 
the citadel, save one of irritated puzzle- 
it and why. But for some years before the 
there was an increasing spirit of scepticism 


which before long came to seem the char § 


hedonistic psychology underlying marginal 
1 semblance of the doctrine while attempting 

psychological positions. There were attacks 
varginal productivity, attacks on the logic of 


the founding of the factors which underlay fy 


‘or not being dynamics, or more pertinently 
ae to dynamics. There were attacks 
estions of the formulation of theories, and 
proot all theory as such. In caliber, the attacks 


lling at what it did not understand to genius 
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in the theories and assumptions which the oncoming generation will find 
useful and necessary in the positive work which it will do. Judging by 
present indications, the effect in the long run will not be one of complete 
destruction. 

Modern inductive and quantitative studies are already making use of 
bits of the equilibrium theory as hypotheses, although they have usually 


ch to 3 
while 
are at 
es will 
task of 
| sched- 


oncept; had to be reformulated to adapt them to the requirements of verification. 
Operate fe Even in the study of disturbances themselves, pictures of the conditions 
y to bef necessary to equilibrium often furnish a starting-point in the analysis of 
an me-fem why equilibrium is not reached. This method has its dangers; for the in- 
tion of fm vestigator is prone to rest content when he has found one cause which 


seems sufficient to explain the general fact of disturbance, and emerges 
with a one-sided and inadequate theory. Such reasoning should be based 
on an adequate factual picture; but the factual picture alone is not suffi- 
cient. 

An interesting case is afforded by the question whether statistical studies 
| reveal evidence of a tendency of price toward “normal.’”’ Construing this 
for the moment in the limited sense of a normal relation of price to ex- 
pense of production, the figures show a tendency of price to fluctuate 


heories 


eld the 
rgotten 
to the 


nt and around some kind of typical or average relation to cost, and in this sense 
serious a normal price persists. What the figures do not show is a separate force 
ublica- Be tending to cause prices to return to this normal relation to costs whenever 
made they have departed from it in the smallest degree, beginning to act as 
puzzle. soon as any discrepancy shows itself, continuing until prices have returned 
ore thef = to normal, and then ceasing. This latter concept of the tendency to normal, 
pticismf) ™ which is appropriate to a static state, is too simple to represent the forces 
e char- fF ™ acting under dynamic conditions. Instead, it seems probable that the self- 
7 limiting and the cumulative forces are not neatly separated from each 
arginalf ™ other, but may represent the same forces or factors acting differently under 
Some} different conditions. 
npting Another aspect of the static normal is the tendency to full utilization 
attacks— § Of the productive factors. It is obvious that actual conditions cannot fluctu- 
ogic off ™ ate around this as an average, since they can depart from it in only one 
rderlayf @ direction. Hence the typical or average condition is necessarily below the 
inently f 9 static norm; and a “normal” percentage of utilization derived from the 
attacksB§ average of observed behavior is necessarily a dynamic factor and not any- 
2s, and ° thing pertinent to a static state of perfect and stable equilibrium. 
attacksB = When equilibrium theories are used as devices to analyze actual con- 
genius : ditions which do not follow the equilibrium model, one curious and interest- 
S. % ing result sometimes follows—namely, a fuller development of the equi- 
Il this librium theory itself. The conditions necessary to equilibrium often have 
1e way | ‘0 be more carefully and rigorously stated than ever before, in order to 
amely,§ | show how actual conditions differ and why they lead to a different result. 
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What happened during this period was 
nded enormously and drew more and more 
theory. These special fields involved much 
wn special histories, and were constantly 
panding governmental action. In this way 
aching more closely to the character an- 
f the Economic Association. With the 
World War, interest in negative theoretical 
more urgent positive needs. 
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some of which were already well under 
haracteristic, was the quantitative analysis 
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| classical proof of the impossibility of general overproduction. 


The appearance of Mitchell's first volume on business cycles in 1913 
marks a new epoch in this field of study, replacing abstract speculation by 
2 detailed quantitative investigation of the phenomenon itself. And now, 
after a lapse of twenty years, this problem has at last suddenly forced its 
way into the front rank of issues of public policy, and thereby has marked 
a new epoch in the relation of government to business. 

Along with this development went the growth of the rather elusive 
movement known as “‘Institutionalism,” which means so many different 
things to so many different people that doubt has arisen whether it has 
any definable meaning at all. It covers certain fields of study, such as Veb- 
len’s evolutionary theories and the investigations of legal institutions by 
Ely and Commons. But it may be more important as an underlying point 


© of view orienting many different kinds of specific studies and lending 


changed significance to the day-to-day routine operations of the business 


} system. It may be that we cannot fully understand these day-to-day opera- 


tions without understanding them as parts of an evolutionary movement 
going back before the present forms of property rights and containing 
forces destined to make the present forms obsolete. This is something 
vastly different from the nineteenth century conception of progress within 
an institutional framework which was expected to remain fixed because 
it had found its final terminus in the system of individualism and free 
contract, modified only by piecemeal control of specific abuses. 

Another major development of late years is that of mathematical eco- 
nomics, using new and powerful techniques and bringing its results in touch 
with quantitative verification, The recent founding of the Econometric 
Society is a landmark in this movement. It faces great and inherent diffi- 
culties in the framing of assumptions simple enough to lend themselves 
to mathematical formulas yet flexible enough to grapple effectively with 
the problems of dynamic economics. Even the measurement of a demand 
schedule for a manufactured product is a surprisingly baffling problem. 
In the face of these difficulties, important achievements have been made, 
and more are to be looked for in the future. 

Much has been done lately by mathematical and quantitative methods 
with the theory of general price levels and their changes. Here the most 
notable recent contributions have come from the other side of the water; 
but all appear to be in a decidedly controversial stage at present. Another 
subject recently attacked by mathematical methods, both here and in Eng- 
land, is imperfect competition. The results so far are of great interest; 
but they illustrate the difficulty already mentioned, of framing usable 
assumptions adequate to interpreting the complexities of actual conditions. 
The time element in demand and supply schedules is particularly baffling, 
while the relation between these abstract curves and the mental processes 
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to be right; and the government will be free to select those theories and 
proposals which best fit the tone of the administrative mind. 

This difficulty will probably always be with us. In the face of it, what 
is the best we can do? Few would nowadays attempt to draw solutions 
ready-made from traditional theories. I can think of instances which approx- 
mate this, but they are rare. And the economist who does this is hardly 
less risky a guide than the one who follows the more popular course, 
throwing all received theories overboard and trying to work out every prob- 
iem as a fresh and disconnected exercise. What is needed is a readiness 
to use accepted theories, and the methods by which they were derived, 
as tools of analysis, with a clear eye for the limitations of their applicability 
to the specific conditions of the problem in hand, and a readiness to make 
the theories over, if need be, on a basis of changed assumptions. In short, 
what is needed is thinking which is free, but disciplined. A few of us are 
like soldiers going through the manual of arms in the face of the enemy; 
more of us are throwing away our guns because we see no use in the 
manual. Neither of these is the way to win battles. 

I have already said that this present crisis marks an epoch in the relation 
of government to business. Earlier controls dealt with localized sections 
of industry, applying standards derived from the unregulated field; or 
they dealt with particular incidental aspects other than the central question 
what and how much to produce and at what price. Now we are dealing 
with industry as a whole and going to the core of the matter. Earlier con- 
trols dealt mainly in restraints on particular abuses; the present problem 
is not one of restraints on abuses of vigorous private activities, but one of 
supplying motive force itself where motive force is lacking. Earlier attacks 
left unquestioned the main redeeming feature of private industry—its 
power to produce goods plentifully and efficiently; now this main redeem- 
ing feature is called in question. And apparently few leaders of private 
industry yet realize the seriousness of the situation. 

The issue seems to be wrongly put by many, who ask whether in the 


@ face of the weakness of private industry and our fumbling attempts to 
HB decal with it, the present system of private industry can be maintained. The 


answer seems clear. If the system persists, its character will be changed 
until it will no longer be the present system. If change does not come 
through governmental action, it will come through inevitable developments 


in industry itself. The system has been changing its character constantly 


during the last hundred and fifty years, and as much through the action 
of industry as that of government. More changes are in store; and we can 
sct no ultimate limit on their extent. 

The present system is failing to use the productive powers it has so 
plentifully developed, and to give everyone an opportunity to produce and 
to carn a living. Can a system which will do these things be fashioned 
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Take, for example, a demand schedule. Will a given change in the price 
of electric refrigerators, relative to other things, have different effects in 
a day, a month, a year, five years? Would other commodities show sub- 
stantially the full effect more quickly or more slowly? Can this time 
element be represented by a curve approaching a saturation-point in time, 
or by some other type of curve? Will sales at a price of $100 be different 
one week after a reduction from $120 from what they would be one week 
after an increase from $80? This problem seems especially pertinent to 
the concept of the demand schedule for the output of a single productive 
enterprise, of which so much use is now being made in the theory of im- 
perfect competition. 

The list of problems is endless; but these examples may suffice. It is 
iclear that there is no lack of tasks for economists, and tasks which have 
j important bearings on policy, aside from catch-as-catch-can wrestling with 
the expediencies of particular proposed measures. 


Conclusion 


It is not certain how much time the world will give us for finding an- 
swets to questions such as these; indeed, it is not certain that free scientific 
inquiry itself has a perpetual undisturbed lease on life. These also are 
chances we must take. It may not be wise to embark on inquiries which 

@} presuppose that the present system will remain substantially unchanged for 
Mgenerations to come. But it is still less wise to be stampeded by the critical 


state of the world into abandonment of all systematic inquiry; of all defi- 
nitely scientific researches which do not bear on the instant solution of the 
question of a processing tax or a coal-control bill. And back of these re- 
Mscarches lies the thing which makes them possible: free scientific inquiry. 
‘Pe This, rather than particular conclusions and doctrines, is the most precious 
‘Bwheritage left us by our honored predecessors. It still has its place in the 
Hy world, so long as the world will tolerate it; and of all our possessions as 
"Bcconomists, this is the one best worth conserving, and defending if the 
pneed should arise, with every effort in our power. 


J. M. CLark 


Columbia University 
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The major lesson that emerges from European experience in the pro- 
vision of social security, is the undesirability of concentrating upon per- 
fecting one form of assistance, whose relative importance in the total set- 
up is to be determined by the yield of certain kinds of taxes regardless of 
what this might mean in terms of the residual program. 

In Great Britain the unemployment insurance system fell into disrepute 
in the main because too little attention was paid to the relation between 
insurance benefits and those available under the alternative poor-law relief 
system and because the principles on which the latter system was to be 
financed were not adjusted to the nature of the burden to be carried. The 
great discrepancies between the kinds of benefits to be obtained through 
insurance and through the residual poor relief system produced so many 
obvious inequities that there was tremendous pressure to extend the prefer- 
ential insurance system to as many workers as possible. From the financial 
angle it became evident that to limit the amount, scope and duration of 
the insurance benefits meant only that more people had to be cared for by 
the public relief system which was financed on a local property tax basis. 

The pressure of the unemployed excluded from insurance was thus re- 


1 enforced by the pressure of the local authorities who could no longer carry 


the burden of the heavily concentrated residual unemployment. Failure 
to consider the problem as a whole led to undesirable extensions of the 
insurance system which destroyed the real value of the system as a first 
line of defense against loss of income, to much criticism based upon the 
fundamentally irrelevant fact of the size of the Insurance Fund deficit and 
to many anomalies. The situation was not corrected until the 1934 Act 
dealt with the entire problem of integrated unemployment relief. 

In the same way the German unemployment relief system ran into serious 
difficulties owing to the excess of zeal with which after 1930 the financial 
purity of the insurance system was maintained. The consequence of keep- 
ing the Insurance Fund in balance by cutting down the amount and dura- 
tion of benefits and introducing more stringent qualifying conditions was 
to shift those who were no longer carried by insurance to the residual 
relief system, originally financed mainly by the local authorities. There 
followed four years of complete demoralization of the local authorities 
who were compelled to curtail the other welfare services (for which they 
and not the central government were responsible) in order to insure a 
minimum of existence to the residual unemployed. These subsidiary se- 
curity benefits were thus curtailed in the very areas most heavily affected 
by the depression where the need for their expansion was greatest. The 
local authorities contracted a body of debt the ultimate effect of which was 
to destroy local morale and responsibility. An unwholesome political situ- 
ation was created in which local authorities and the federal government 
adopted every subterfuge (often at the expense of the unemployed and 
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y no means supply all the funds needed for a comprehensive social security 
rogram. The 3 per cent unemployment tax will at most provide benefits 
or 12 weeks of approximately 50 per cent of wages after a waiting period 
f one month. More adequate protection against the risk of unemployment 
vould call for a much larger tax. The old-age annuities are unlikely to 
assure independence to the average worker at the age of 65 if he has a 
vife to keep. The granting of annuities to the aged wives of contributors 
and the payment of survivors’ pensions to widows and orphans as is done 
in other countries would clearly involve a further increase in existing wage 
nd payroll taxes. It is even doubtful whether the old-age annuity plan 
will be self-sustaining on a 6 per cent tax basis. It balances by 1980 only 
on the assumption that the average age at which workers will claim an- 
nuities is 6714. If workers should retire or be retired from industry at 65 


‘mand exercise their right to an annuity, the Fund will be running an annual 


deficit, by 1980, of $1.16 billions above a total annual expenditure of 
$3.5 billions. Health programs for the average worker find as yet no place 
in the Security act. A health insurance system such as the Committee on 
Economic Security outlined, would require at least another 6 per cent tax. 

Reliance on the self-sustaining method of social insurance to provide 
the funds for social security would thus necessitate taxes not of 9 per cent 


0 of wages but more probably of twice that amount. When the low level of 


wage incomes and the economic consequences of efforts by employers to 
shift or evade a tax of this magnitude are taken into account it would 
seem that some additional source of income must be tapped. 

Thus the problem of financing a comprehensive security program in- 
volves two questions. F7rst, what part should be played in the total financial 
system by payroll and wage taxes, as compared with other methods of 
raising the money? Second, should certain types of taxes be earmarked to 
provide 100 per cent of the funds for certain types of benefits, or should 
the scope and amount of the various benefits be determined by reference to 
9} other criteria, and if so, how should each be financed? I suggest that at 
least four fundamental considerations must be taken into account in de- 
veloping such an integrated financing system. We must take into account 
where it is decided to place the burden of financing, the usefulness of 
the contributory (social insurance) system as a method of defining the 
classes of persons who will obtain specific types of benefit or as a device 
for encouraging preventive action on the part of employers, the nature and 
frequency of occurrence of the risk, and finally the relative financial re- 
sources of the federal and state governments. 


(1) Where Should the Burden Fall? 


We have to consider both the distribution of the cost between persons or 
classes and distribution between generations. The adoption of the self-sus- 
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suggest reasons why it is probable that a great part of the federal govern- 
ment’s share is likely to come out of the newly imposed wage and payroll 
taxes. In that case, we can say that the low income receivers will also carry 
the major responsibility for financing the new security given by those sec- 
tions of the Act which are allegedly financed out of general taxation. 

The problem of distribution of cost between generations arises in regard 
to old-age security. Two methods of financing are provided for in the Act. 
The most important part will be played by the old-age pensions to be paid 
to needy aged, which will be financed out of funds provided by the federal 
government and the states in roughly equal proportions. This is a pay- 
as-you-go policy, taking no account of the fact that in future years the 
number of dependent aged persons is likely greatly to increase. The con- 
tributory annuities payable to contributors as a right, is however, as already 
shown, financed by accumulating funds collected over a period of years. 
It has been alleged that this plan, whereby each worker with the aid of his 
employer in effect saves for his own old age, has the great advantage of 
protecting future generations against the burden of a greatly increased 
old-age security bill. But will it? 

A future generation will be in a better position to carry the burden of 
old-age security only if these tremendous annual curtailments of purchas- 
ing power on the part of those paying the wage and payroll taxes lead 
to an increase in the productive capital of the country. Thus a future gener- 
ation will be wealthier and better able to support the aged without cur- 
tailing current consumption. In so far as the Treasury administers the re- 
serve by gradually taking over the national debt (a possibility which raises 
interesting problems for the banking system) this will undoubtedly free a 
corresponding sum for private investment purposes. Even under these cir- 
cumstances there will be a net addition to the productive capital equipment 
of the country only if those paying the old-age annuities tax would other- 
wise have spent and not saved the sum paid in taxation. 

But unless the existing national debt should increase beyond the worst 
expectations of our business men, it will be necessary for the Treasury to 
make use of its power under the Act to issue special securities in order to 
provide investments for the Fund. Only if the money so obtained is utilized 
by the federal government to increase either the material or non-material 
capital equipment of the country can it be argued that the sacrifice of in- 
come by the present generation of taxpayers will serve to increase the ability 
of a future generation to pay the old-age security bill. 

Increased expenditures on education and training would improve the 
labor supply of the future. Public works of permanent utility would increase 
the capital equipment of a future generation. But they would involve an 
expansion of government enterprise that would probably call forth much 
criticism. Doubts as to whether the reserve will be utilized to increase the 
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whether the use of this basis of discrimination between claimants for se- 
curity is more justified in some fields than in others. It might be argued, 
for example, that limitation of preferential benefits to those who had proved 
by the past payment of the wage tax that they were normally participating 
in production, is of more importance in regard to unemployment benefits 
than in the case of payments to widows with young children. The latter 
cannot control the extent to which they become dependent, and for social 
reasons should not be pressed to take employment. 

If however it is felt that this criterion is equally useful in all fields of 
insecurity (it is already adopted in two and seems likely to be extended 
to a third) it will be necessary, so to say, to spread it thin. The workers’ 
contribution must be utilized to provide some of the funds in all fields of 
insecurity, but it will be necessary to supply the remaining money required 
from some other source. From this point of view the Social Security act is 
open to the criticism that by attempting to finance old-age annuities entirely 
out of workers’ and employers’ contributions, it makes increasingly difficult 
the recourse to payment of a wage tax as a qualifying condition for obtain- 
ing other types of benefit. 

Similar considerations apply to the attempt to raise funds through pay- 
roll taxes paid by employers. Since, as I have suggested, these taxes can- 
not be defended in terms of social justice, because of the uncertainty 
concerning their incidence, justification must be sought in terms of the 
probable economic consequences of such taxes. From this point of view it 
is unfortunate that they can be evaded by reductions in the payroll, a 
matter of especial importance if, as is the case in the unemployment com- 
pensation tax, there is a differentiation between employers on the basis of 


A 


© the number of their employees. Thus these taxes may encourage the work- 


ing of overtime, the discharge of marginal workers, and the displacement 
of labor by machines. 

The special economic justification for utilizing this type of tax rather 
than any other presumably lies in the possibility of encouraging employers 
to stabilize employment by the use of differential rates of taxation. It is, 
however, doubtful whether a 2.7 per cent tax, which is all that the states 
can levy without risking the competitive position of their employers, pro- 
vides a wide enough margin for effective differentiation. Furthermore, 
since, as has been argued, there are limits to the extent to which payroll 
taxes can be levied without adverse social and economic repercussions, it 
might have been preferable to have utilized taxes on employers to a lesser 
extent in financing old-age annuities in order to make more use of them 
in financing unemployment compensation. Finally, if the objective of taxes 
designed to stimulate employers to certain action is increasing employment, 
it would seem logical to base the tax on some other element in cost than 
the size of the wages bill. 

The Security act in its present form is scarcely designed to make the 
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course, normally spenders. The influence of the unemployment compensa- 
tion system in maintaining stability in Great Britain lay in this guarantee 
which provided a certain market on which producers could count. 

The feasibility of transferring purchasing power from one period to 
another is indeed by no means beyond question. Even so, it is undeniable 
that in a period of depression it would be desirable to finance unemploy- 
ment benefits without having to increase current taxes. The disadvantages 
of trying to achieve this result by way of the previous accumulation of re- 
serves are numerous. It is impossible to know beforehand how large a sum 
will be required. If in order to avoid unduly stimulating the construction 
industries at the time the reserves are accumulating it is decided to impound 
or sterilize them, the magnitude of the sums involved if the reserves are 
to be at all significant will have tremendous effects upon the monetary and 
credit situation. The present Act provides indirectly for such sterilization 
by a device which would involve increasing the size of the Treasury 
deposit with the federal reserve banks. Thus the Treasury is given con- 
siderable control over the monetary supply, and it is open to question 
whether responsibility for controlling the monetary supply should thus 
be divided between two authorities. Fortunately the probability that the 
Treasury will be tempted thus to carry on an independent policy is reduced 
by two factors. It will be costly to do so, for it must pay interest to the 
Fund on the securities created and it will be earning nothing on the money 
received for them, as that will be impounded. Furthermore it has freedom 
of action only during periods of good trade, for as soon as unemployment 
begins it has no option but to sell securities in order to obtain funds to 
meet demands from the states for the payment of benefits. 

It should also be noted that if the reserves of an unemployment fund are 


Bot sterilized or impounded, any attempt to realize investments when unem- 


ployment becomes serious, is likely to have deflationary effects unless offset 


@>y simultaneous expansion on the part of the central monetary authority. 


Everything seems to point to the desirability of financing exceptionally 
heavy expenditures for unemployment benefits out of borrowing to be 
repaid when incomes increase, in preference to the reserves technique sug- 
zested in the Act. There are indeed many reasons into which I cannot now 
nter, why, if there is to be any monetary expansion during a depression, 
t should be effected by way of the unemployment relief system. 


(4) The Relative Financial Resources of Federal and State or 
Local Authorities 


The allocation of financial responsibility between federal and _ state 
authorities presents serious problems which must be faced in every part of 
he security program except the old-age annuities plan and that part of the 
nemployment compensation funds which is to be financed by a tax on 
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DISTRIBUTION OF MILK UNDER 
PUBLIC UTILITY REGULATION 


Why more than half the consumers’ milk dollar should go for the services of processing 
and distribution is a query which has prompted much discussion, not only among milk 
producers and consumers, but among those engaged in marketing research as well. If the 
profits and salaries of milk dealers were reduced to a minimum through public control, 


the savings would be insufficient to enhance the farm price of milk, or to lower the price 


Of the many perplexing problems which have faced the Agricultural Adjustment Ad- 
ministration, that of the fluid milk industry has been, and still is, among the most baffling. 
Past experiences in public control of milk, both economic and legal, suggest that, while 
absolute control will not be welcomed by producers, the untrammeled freedom of action 
f the past must be curbed to serve the best interests of society. Control likely will become 
ne of degree, added restrictions being incorporated, as they seem to become essential 
in particular markets or market areas. 


Milk prices to consumers have been relatively high during recent years. 


During the past three or four years they have been noticeably high in rela- 


ion to general farm prices and likewise high in relation to the receipts 
f the farmers for the very milk furnished for city consumption. Out of 
his condition has arisen a desire on the part of both consumers and pro- 
ducers to determine what, if anything, can be done to remedy the situation. 
an a new system be set up which will reduce the amount of price “‘spread”’ 
between the farmer who produces the milk and the consumer who uses it? 
f this “spread” should be reduced, who would obtain the advantages of 


Bhe reduction, the producer or the consumer? 


Neither sufficient experience nor research is available on which to base 
cfinite and positive conclusions on these points. No simple and infallible 
olution has been offered nor appears in prospect for the problem involved 
In processing and distributing fluid milk. Many believe that if profits and 


Balarics of milk dealers were reduced materially, the margins of distribution 


would correspondingly shrink, and thus benefit both milk producers and 
onsumers. Thus distributors’ margins come, as always, to the front when- 


ver milk prices are under discussion. On this phase we have some recent 
acts. 


Distributors’ Margins 


A study of milk distributors’ margins’ in 40 cities located in the Central 


[ed North Central states, covering about 14 years, indicates that farmers 
PyPave generally obtained slightly less than half of the dollar paid by the 


ity family consumer. In this general region, the distributor absorbs about 


@e¢ same proportion of the consumer’s dollar in one market as in another. 


he conditions of milk distribution in this region are not greatly dissimilar 


_ By a distributor's margin is meant the amount of difference between what is paid and 
phat 


t is received for that milk which is consumed in fluid form. 
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s of the United States, notably in the larger 
East, appreciably over half of the dollar paid 
| by the dealer for performing the services 


r the product. 


following periods of falling farm prices such 
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utors’ spread in New York City, Professor M. C. Bond of Cornell Uni- 
versity says: “In 1930 the cost of milk and cream made up 53 per cent of 
the dealers’ net sales, whereas in 1932 this product cost was 41.8 per cent 
of net sales. . .”’* This rapid decline in the farm price relative to the retail 
price is characteristic not only of milk but of all agricultural products dur- 
ing a period of rapidly falling price levels. 


The Effect of a Reduction of Distributors’ 
Margins on Prices Paid Farmers 


If it were possible to reduce the distributors’ margins below what they 
Mow are, who would benefit—the milk producer, or the consumer of milk? 
The effect of such a reduction upon the price paid to farmers may be very 
different in a short-run from what it would be over a long-run period. 
The Short-Run Effect. Let us assume that it were possible to reduce dis- 
MPtributors’ margins by one per cent per quart on all milk sold in fluid form, 
Wand to pass the full amount of the reduction back to the farmer in the form 
of higher prices. If the following conditions remained unchanged as ad- 
justed—namely, distributors’ margins, resale prices, and the amount of 
milk consumed and produced—the farmers would continue to enjoy the 
Hpadvantage of this reduction of the distributors’ margin. It is quite con- 
Mccivable that the first three of these conditions might remain unchanged 
Ne for a considerable time. Production, onthe contrary, would likely increase. 
Studies conducted by the Wisconsin College of Agriculture, as well as 
Hi clsewhere, seem to show clearly that when farm price increases are brought 
MPabout as indicated, and the prices paid to farmers supplying competing 
WP markets such as creameries, condenseries, and cheese factories remain un- 
Mchanged, production in the city market (the higher priced market) does 


HBHnot remain unchanged. It increases. 


» The Long-Run Effect. As prices paid to those producers regularly supply- 
Ping the city milk market are increased relatively more than those paid to 
| farmers who supply competing markets, the former group will respond 
@with an increased milk production. Such production increases will be 
brought about as rapidly as these farmers are able to adjust their farm oper- 


sting 3.5 per cent with a premium amounting to from 3 to 5 cents per 100 pounds 
h 1/10 per cent butterfat above this test. Likewise, if the milk falls short of 3.5 per 
the producers suffer a corresponding penalty. Since, however, the milk usually averages 
3.5 per cent, the farmer’s price and consequently the number of cents of the con- 
ee sumer's dollar going to him is usually above that shown here. This may increase the 
share by 2 or 3 cents on the consumer's dollar. 
- For more detailed information concerning distributors’ margins, see University of Wis- 
my onsin Research Bulletin No. 125, “Economic Considerations in Marketing Fluid Milk,” 
ie >y W. P. Mortenson, pp. 22-24. 
= ‘The Dairy Situation,” mimeographed report prepared by M. C. Bond, Cornell Uni- 
Ithaca, New York, April, 1933. 
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ations. As an exam} h increased production, detailed studies in two 
market areas sh that the production of a representative sample of 
producers supplyi ty fluid milk markets averaged 17 per cent higher 
during the years 1 | 1932 than during 1928.* In contrast to this, 
the average 1931 tion on the part of dairymen living in the 
same areas but | ; for lower priced markets—condenseries—was 
actually below tl level. Since the general production conditions 
were similar for the 1 roups, there seems every reason to believe that 
the only factor \ | any important influence upon the difference in 
the amount of pr was the price received by the two groups te. 
spectively for mil higher price paid in the city market encouraged 
the farmers supp! t to increase their production, while the lower price 
paid in the othe: rkets discouraged the contributing farmers from in. 
creasing their m 

An increase it roduction of city milk (assuming no change in 

4COMPARISON ES IN Amount oF MILK PropucTION PER Farm BY 
Propu¢ Crry Mitxk Markets witH THOSE OF 
SELLING TO CONDENSERIES 


f 1928 production) 


ndenseries Madison Condenseries 
near city near 
Milwaukee market Madison 
Ave. all Ave. 193* Ave. 150 
Year producers of 6 identical identical 
ndenseries producers producers 
1928 100 100 100 
1929 104 116 103 
1930 | 100 124 105 
1931 98 122 103 
1932 93 115 99 
* The proportional n the Madison city market during 1929 to 1932 
compared with 1928 ( ) was somewhat greater than that of Milwaukee 
This can be accounte the fact that the Madison price during the base year 
and the two previou tive to that of nearby condenseries resulting in 
somewhat decreased | base year (1928). According to the estimates of 
the Bureau of Agricu nd the State Crop Reporting Service the total amount 
of milk produced in purposes during 1928 to 1932, inclusive, increased 
between 5 and 8 per 
*In the two city 1 1 to, the price to producers for the entire amount of 
their production over 1928-1932 inclusive averaged 59 cents and 42 cents 
respectively per hund f milk above that received by farmers living in the same 
or adjoining areas but the lower priced market, the condensery. Aside fron 
the relatively small ad ns in meeting the city health requirements, the 
expenses of productior ps of farmers were substantially the same. University 
of Wisconsin Research I 125, page 4. 
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consumption) causes the average price, the price for all milk which reaches 
the city market, to be forced down because of an increase in the proportion 
of the milk which must be turned to manufactured use, a use based mainly 
on butter prices, quite below city milk prices. Viewed from another angle, 
if the price differential between the city market and creameries, cheese 
factories, or condenseries is sufficiently wide that producer patrons of the 
latter believe their income will be increased noticeably by changing to the 
city market, they are all but sure to find a way to gain entrance to it. 

These two factors working together will, sooner or later, tend to bring 
about production adjustments to the point where the surplus (milk turned 
to manufactured use) will have increased to such an extent that the average 
price to city milk producing farmers will be forced down materially. It 
will eventually be forced to approximately the same relationship with 
prices for milk going for the manufacture of dairy products as that which 
existed before the reduction of the distributors’ margins. 

Since producers do not respond instantaneously to price, the reduction 
in distributors’ margins is of considerable importance to producers from 
a short-time point of view. As time passes, however, the farmers will 
gradually lose a larger and larger proportion of the price advantage first 
) gained. Whether all this advantage will be lost depends upon the circum- 
stances characterizing the market. 

Let us suppose that the residuum resulting from reductions of distribu- 
tors’ margins were not passed back to the farmer but instead were passed 
® forward to the consumer in the form of lower prices to him. Then to the 
© extent that the lower retail prices resulted in the increased fluid milk con- 
| sumption, a larger proportion of the milk reaching the market would be 
F turned to fluid use. Thereby the average price to the city producer for the 
total amount of his production would be increased. This price increase 
would then be subject to the same conditions with respect to production 
Has when the residuum resulting from a reduction of dealers’ margins was 
©) passed directly back to the farmers. 

This tendency on the part of those producers supplying the city market 
to adjust production, and the efforts of other producers in the same or 
adjoining territory to shift to the market giving them the greatest income— 
taking into consideration the added efforts, expenses, and inconveniences 
necessary in supplying the city market—prevents a wide price differential 
py between the two markets from existing over a period of many years. 

= The results to the producers, other things equal, will be similar whether 
@ this reduction in margin is brought about by decreasing milk distributors’ 
@P Profits and salaries, by increasing the efficiency of operation of milk dis- 
@ ‘tibutors, or by changing the whole system of milk distribution. One would 
M therefore be forced to conclude that because of these production adjust- 


v0 
of 
ef 
is 
as 
at 
in 
C 
in 
| 


28 


ments and the 
factor in detern 
city market is t 
of butter, che 
factor becomes 
more intensive 
ucts into the cha 
which would « 
dound very larg 
resale milk price 
prices. No redt 
long-time price 
ment of monop 
or are located i 
expenses would | 
ment of milk fr 


In order to d 
standpoint of 
large a proporti 
of 10 Wisconsin 
operating expens 
10 per cent; dey 
ing- -10 per cent 
ing supplies, rep 
tabulated in such 
conclusions reac} 
arrived at in stud 
the direction of | 

Profits are usua 
number of dollar 
from sales or as a 


the picture present 


From the stan 
always seemed rat 
profits of the deal 
the owners of the 


received for their m 


* New York State 
City and in Upstate ¢ 
respectively, by Lelanc 


W. P. Mortenson [ March 


more favorable market, the most important 
rage price paid to those who produce for the 
received for milk turned to the manufacture 
rated milk. The force of this competitive 
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received by the farmers.’ Suppose a return of 6 per cent on capital invested 
is necessary to attract the needed capital to the milk distribution industry. 
If the profits for the six-year period covered in the Wisconsin study (1927- 
1932, inclusive) had been reduced to 6 per cent of the net worth and 
everything above that amount passed back to the farmer, it would have 
meant an increase in farm income of a little over 314 per cent to the con- 
tributing producers. Accordingly, if a producer’s annual cash income from 
2 15-cow herd was $1,000, the added income of 31/4 per cent would have 
accounted for an additional annual income of $35, raising the total income 
to $1,035. 

When the rate of profit is expressed as a percentage of net worth, milk 
distributors appear to have made a reasonably handsome profit during 
the six years 1927-1932. Taking the Wisconsin companies studied, the 
net return on the business in 1930 was nearly 17 per cent on the money 
invested by the owners. On the same basis, profits in 1932 were only 2.6 
per cent. The average for the six years amounted to 12.3 per cent. This 
might be considered as, say 6 per cent interest and an added 6 per cent profit. 

Comparing these rates of return with going interest rates and recogniz- 
ing that the milk business, while it has its ups and downs, is relatively 

| stable, there is no doubt but that adequate capital could have been attracted 
to the industry even though the rate of profit had been lower. In 1932, 
on the contrary, profits did not provide a return sufficient to pay interest 
on the money invested by the owners. This condition, however, was not 
peculiar to the milk industry. 

Many types of business, including farming, suffered heavy losses during 
this period. In most fluid milk markets of the country, distributors’ profits 

were maintained until 1931 or 1932 (one or two years after prices to 


7Net Prorits or Distrisutinc Compantes CALCULATED ON 
Turee Dirrerent BASEs 


Net profit as a Net profit as a Net profit as a 
percentage of percentage of percentage of 
sales value amount paid farmers net worth 


1927 
1928 
1929 
1930 
1931. 


Profits in the cases here cited, comprised the residual after all expenses, including salaries 
§ of officers and interest on borrowed capital, had been deducted. Interest on money invested 
5 °y the owners was included as a part of the profits. The rate of profit was determined on 


i basis of the capitalization as shown in the company’s books. 
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Dr. F. V. Waugh,® expenditures for five groups of foods in 1929 were 
§19,021,000,000. Of this amount the farmer received $7,566,000,000. 
The remainder, $11,455,000,000, was absorbed by the agencies performing 
the services of transportation, processing, distribution, and selling. In other 
words, the farmer received 40 cents of each dollar spent by the consumer. 


Developments Leadin g to Present Ine fficiencies 


During the period 1920-1929 numerous consolidations and mergers of 
igere fame milk distributing companies were taking place. When two or more com- 
led ime panics merged, it was not uncommon for the least well-equipped or fa- 

vorably situated plant to be abandoned or sold for other uses. The more 
fronamme cflicient equipment which could be used advantageously was transferred 
¢ nee to the more efficient plant or disposed of to the best advantage. In many 
ot hE cases obsolete equipment was replaced by the modern and efficient types. 


Ik. « This type of consolidation tends to reduce processing and distribution 
lithe costs and did so in the cases referred to. First, plants and equipment were 
huefmlie operated at more nearly full capacity after the merger than before; second, 
F licfamme the use of modern, and in some cases larger, units of equipment, resulted 
entire in economies; third, to the extent that delivery routes were combined, du- 
teatime plication was reduced, with a corresponding reduction in costs. If the dis- 
> die tributors’ margins remained the same as before the merger, the merged 
upic fame companies enjoyed the results of these economies, and the savings tended 
to swell the profits of the new company. 
uated The proportion of the consumers’ milk dollar going to the distributor 
plic changed very little during the decade of the twenties.’° Thus in many cases 
int the efficient distributors enjoyed handsome profits. 
Vhikfmee When the depression began to develop with real force in 1930 and 
siabh 1931, new milk dealers of many types entered the markets and with them 
stem came entirely new conditions. 
that (1) Certain men whose livelihood had been taken away by the depression 
n the entered the market not entirely to make large profits but more particularly to 
neti Make a living. 
+ th (2) Farmers who were pressed to meet certain fixed obligations entered the 


di market in order to swell their incomes by carrying their product direct to the 
consumer. 

— *“Margins in Marketing,” by Frederick V. Waugh, Journal of Farm Economics, 
00d April, 1934. 

and * The groups included were: (1) meats, (2) milk, (3) grain, (4) vegetables, and 
(5) fruits, cider and vinegar. 


P "In 12 representative fluid milk markets located in the north central United States, the 
= 2mount of the consumer's dollar going for distribution during the decade was as follows: 
nany 


Source: Wisconsin Research Bulletin No. 125, pages 22-24. 
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(3) Producer co s and a few consumer codperatives set out to delive, 
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During this tin ty milk consumption did not increase; it declined i, fiimthat al 
most markets. This meant that the new milk dealers were taking customer im others 
away from established distributors. When the latter suffered losses in volum: fim while 
of their sales they were not able to reduce their expenses in the same pro cost 1 
portion. Many of r expenses remained constant. Interest on bonds and fim of an} 
borrowed capital, plant repairs, and taxes were reduced little, if at all. The Mi crease 
number of employ: uuld be decreased little, if any, until volume had been MMM in 19: 
reduced decidedly. Public sentiment was so strong against discharging em [iim was d 
ployees that many of the established companies chose to suffer the loss rathe MB decre: 
than have this set t turn against them. Employees resisted reduction i tribut 
in the rate of pay. Few if any of the expenses of the established distributor Th 
decreased in proportion to the decrease in sales receipts. The tendency of exper 
operating costs t rease proportionately less rapidly than receipts from MM inves 
sales is shown in the accompanying table. less t 

many 

InpEx oF Rec: m SALEs, OperaTinG Costs AND OPERATING PRrorits ett 
1927-1932* (1927= 100) P 

= waste 

Bless 

Operating costs 
Net dowt 
Year | Other Total oper- repla 
, ries | items ating cost profit P 

stant 

1927... 100 100 100 100 Pr 

1928..... | 111 107 109 123 type: 

1929 ] 126 120 123 151 

1930 130 120 125 193 

a 127 112 120 118 ably 

eet 117 102 110 42 nies, 

* The volume of | by these companies decreased considerably during 193 trol. 
to 1932. Total poun sed 18 per cent and retail volume decreased 22 per cent. 

No records of volu: ivailable for the earlier years. The rise in all items show 

for 1927 to 1929 n n due to an increasing volume of milk handled during thi [ 
period. (Sample of jtative milk distribution companies in various sections 0 A 
Wisconsin. ) 

abo 

The trends of t receipts from sales, total outlay for operating ex nt 
penses, and net opet » profits are shown as a percentage of the 1927 

amounts. In 1932 the total receipts from sales of all milk handled had dic 
fallen to three-fourths that of 1927. Wages and salaries, on the other hand, ne 

™ At an open hea proposed labor code for the Fluid Milk Industry, Novem: § pro 
ber 20, 1934, Mr. W. A rth, representing the code committee of the Internation: wh 
Association of Milk I ted that: “There has been an increase of 31.4 per cent a | 
producer-distributors and r cent of peddlers in the fluid milk industry since 1929 ula 
(American Creamery an ry Review, November 28, 1934). While the percentages ma 
given in this quotat backed by detailed statistical research, they are doubtless ac 


quite typical of cond 
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had increased 17 per cent, and total operating costs 10 per cent. Profits 
had dropped to less than half of what they were in 1927. It will be noted 
that all items decreased from 1930 to 1932, but some more rapidly than 
others. During this period the total receipts from sales dropped one-third, 
while wages and salaries dropped only 10 per cent and total operating 
cost 12 per cent. In the year 1930 net operating profits were the highest 
of any year covered in the study. During the following two years the de- 
crease in this item was greater than any other, being only one-fifth as large 
in 1932 as two years earlier. Decrease in receipts from sales of distributors 
was due to a combination of reduced prices per unit of product sold and 
decreased volume of sales resulting largely from an entrance of new dis- 
tributors into the market beginning in 1930. 

The immediate problem which the industry now faces is that of reducing 
expenses of distribution. Today the industry has a much larger capital 
investment than is needed. Many distributors are running their plants at 
jess than 75 per cent capacity. Moreover, the large number of dealers in 
many markets has resulted in duplication of services, bringing about a com- 
petitive condition which is becoming increasingly more expensive, if not 
wasteful. This situation, if left in the hands of private industry, will doubt- 


i less continue until the capital charge is greatly reduced, either by writing it 


down, or by waiting until many of the present plants become obsolete and are 


P replaced by modern plants of a size which will permit operation at sub- 


stantially full capacity. Such procedure will be slow and painful. 

Producers and consumers will need to choose between two systems or 
types of distribution: one, the present system, in which many companies 
provide the service with the resultant high cost of distribution and prob- 
ably wide distributors’ margins; or the other, a limited number of compa- 
nies, determined by market needs, combined with some type of public con- 


trol. Each system has some advantages and certain disadvantages. 


Experiences in Public Control 


During the peak of its activities (in 1934), the Dairy Section of the 
Agricultural Adjustment Administration had milk market agreements in 
about 50 markets or market areas over the country. Some of these have 
since been cancelled. State milk control boards set up in about a dozen 
states have been a real influence in controlling markets under their juris- 
diction. The control is, however, still in its formulative stage. So far, milk 
control boards, state and federal, have devoted their attention largely to 


} problems of market stabilization and the establishment of a price structure 


which seemed to be in line with the supply and demand factors of partic- 
ular market areas and with economic conditions in general. In this field 
many services have been rendered which are to be highly commended; and 
a continuance of these functions as long as the markets remain disturbed 
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ywever, an attack on only a sector of , 


listributors’ margins, either as a proportion 


have changed very little during the period 
were slightly lower in May-June, 1935 

riod in 1934. In actual amounts they were 
following comparison. 


DisTRIBUTORS’ MARGINS 


May-June, 1935 


1 , | Price paid | Distribu- Distrib 
IDL 
; by con- tors’ mar- istribu 

lar 
sumers gins tors” mar. 

’) (cents per (cents per gins 

quart) quart) (per cent 

53.6 6.1 52.8 
8.9 11.4 6.4 56.2 


f Agric. Econ., Monthly Fluid Milk Market Repori 
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ments to assist. In the near future several state legislatures will doubtless 
pass laws to increase the control over the milk distribution industry. The 
United States Department of Agriculture through the Dairy Section of 
the Agricultural Adjustment Administration will coéperate and coérdinate 
but will probably be less active than it was during 1933 and 1934. In 
ireas Where interstate traffic definitely exists the Agricultural Adjustment 
Administration will still be an important force. If a system of control is 
to be continued successfully, the agreements must have public support 
and the majority of those affected must be willing to comply with them. 

The degree of public control over the milk distribution business will 
doubtless vary from market to market and state to state depending upon 
the circumstances characterizing the particular situation. Public control of 
sanitary conditions has already become an established fact in practically all 
markets of the country. The more recent regulations include also the fixing 


bof prices. To what extent control will be further extended to include 


features of franchise will depend upon the popular demand for such regu- 
1ation. 

It is not probable that public regulation, as manifested in the business 
of milk distribution in the future, will place the market either under com- 
plete control or under no control whatever. It will be a question of the 
extent and degree of the control, new features being added as the situation 
seems to demand. 

If milk control boards, or any type of public control regulation, are to 
become a fundamental factor in lowering the costs of distribution and in 
reducing the margin between the dairy farmer and consumer of milk, an 
ittack must be made along those lines where opportunities exist for in- 
easing market efficiencies and for the elimination of unnecessary expendi- 
tures. These include features such as: (1) reorganization of overlapping 
toutes of haulers who collect milk from the farmer and deliver it to the 
city distributor; (2) the elimination in some markets of the less efficient 
and highest cost distributors; (3) a reduction of duplication of retail 
cclivery routes and a lessening of the amount of special delivery service 
(0 customers; (4) inauguration of a system to reduce the amount of bad 
debts, bottle losses, cost of collecting, etc.; (5) the reduction of capital 
Valuation to a point more nearly in line with present values; and (6) the 
reduction of salaries, dividends, and profits to amounts just necessary, over 


along period of time, to attract capital and superior managerial ability 
the industry. 


Legal and Economic Features of Public Control 


Neither students in the field of public utility nor the courts have defined 
1 public utility in such terms as to have received common acceptance. In- 
ced, in some United States Supreme Court cases, notably in the New 
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maladjustments by legislation touching prices? We think there is no such prin- 
ciple. The due process clause makes no mention of sales or of prices any more 
than it speaks of business or contracts or buildings or other incidents of prop- 


If the Nebbia case becomes the basis for future decisions, the distinction 


S between a public utility and a business which is essentially private will be 
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based primarily upon economic considerations rather than legalistic inter- 
retation. This may, indeed, be a step forward. 

In the more typical municipally controlled public utility, such as the 
city gas, electric light, or transportation system, the purpose of the control 
is, in the main, to protect the consumer.*° Where the city owns the enter- 
prise, consumers also direct production and distribution of the product. 


5 In this case production and distribution are combined as one operation in 


the hands of the utility corporation. Where the enterprise is privately owned 
but publicly controlled, the intent is that the agency supplying the product 
or service must administer to and satisfy the consumer group. 

In the case of a product such as natural gas the function of manufacture 
is performed by outside agencies, hence, not under the control of the city 
consumer. Nevertheless, here also, the agency supplying the product must 


) satisfy the consuming group. The producer in this case is not in a position 


to demand governmental protection on the basis that such aid will ad- 
minister directly to the welfare of the public. 

In the case of the milk supply the situation is quite different. Here there 
are three distinct groups: first, the producers (a substantially large number 
of individuals in contrast to only one or at most a small number of com- 
panies in the more common public utility); second, the relatively small 
group of privately operated milk distributors; third, the consumers. If milk 
were handled under complete public control this control would presum- 
ably be directed toward one series of services, that of distribution—the 
purpose there being to protect, not one group but two—the consumers and 
the producers. 

The supply of milk comes from a large group of individual producers 
whose interests are the opposite of those of the consumers. It is to the 
interest of producers to obtain high prices for the milk they produce, as 
contrasted with the interest of consumers to obtain that identical product 
at a low price. Presumably both these groups need public protection. These 

ounter interests will always contribute toward making the problem of 


Bpublic. utility regulation a delicate one with which to deal. 


Among the different options or methods by which public control of 


pmik distribution may be carried out, three are of particular importance. 


” Ibid. 531. 


“Instances have occurred where the control has not always been adequate to protect the 
onsuming public. Nevertheless the purpose of such control is to provide this protection. 
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denied. Neither can it be denied that society has the privilege of operating 
the milk business in its own best interests. The Nebbia case is an indication 
that the United States Supreme Court has blazed a trail for legal sanction 
of influential public control of the distribution of milk. The entire solution, 
however, is not so simple as might at first appear. The real questions from 
the point of view of society are: When they understand the whole problem, 
will city milk producers, who have been vigorous in their requests for public 
regulation, desire that the distribution of milk be handled under such con- 
trol? Will they gain by it? Do consumers desire milk to be so handled? 
Will they gain by it? 

Let us suppose that prices paid farmers were arrived at as a result of 
conference between representatives of producers and a committee repre- 
senting the city consumers who control the distribution functions. Under 
such conditions would the farmers be able to obtain a higher price than 
they would in dealing with private milk distributors operating under 
ordinary competitive conditions? There are many who believe that such 
private distributors may not oppose farmers’ price demands as strenuously 


as would a committee representing the consumers directly. Private dealers 


may tend to yield to the farmers’ demands and increase the price to the 


F consumer sufficiently to maintain a margin wide enough to perform prof- 
§ itably the services of distribution. 


For every producer in a market there are from 75 to 150 consumers; 
therefore, if prices and price policies are to be determined by a vote of 
all the people, producers and consumers, of a market area or of a state, 
the producers cannot hope to maintain the relatively favorable bargaining 
position now enjoyed in many markets. This will be especially true if the 


§ public control becomes centered in the municipality rather than in the state 


or federal government. Under the private competitive system of milk 


§ distribution such group action as exists is largely under the control of the 

© producers rather than the consumers. As public regulation is extended 

} rcsulting from public demand, it would be expected that this action and 
; control would shift from the producer to the consumer groups. 


The granting of exclusive franchises to a limited number of distributors 
or to a city-owned milk plant would exclude the individual producer- 
distributors and the producers’ or consumers’ codperatives from entering the 
markets. Do milk producers desire to submit to this type of regulation? 
True, some compromises might be allowed on this point, but to the extent 


® they were made, the economic advantages resulting from the type of public 


utility operation with a franchise feature would be reduced. If the distribu- 
tion of milk were efficiently operated under the complete type of public 
utility control where the number of distribution companies in a market 
were limited to one or two, there is no question but that economies would 
be effected. The largest share of the gains from efficiencies and resulting 
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in the long run, reflected to the consumer rather 
brought out earlier in this discussion. 


tion can be answered with sufficient accuracy but 


policies of political agencies will carry out the 
quite another question. There 1s room for grave 
nvolves political science as well as economics. In 


tribution of milk lends itself rather well to being 
ly complete public control and the operation offers 


lecided success, if those in control rise to their 


those who are to be controlled will codperate and 
ne of their individual freedom of action. If either 
lelivering on these points, milk distribution under 
likely to succeed. 

it becomes, it would seem, a matter not as to whether 


operated under complete public utility control 
unswer is—it can. The question is rather, will those 
ynsumers, and the city and state officials—have the 
to make it a success? These are the practical issues, 
f the consumer the possible economic advantage 
and governmental difficulties. The dairymen 
iy obtain some short-time advantages, but they 
for continued gain than have the consumers, even 
plan the margins of milk distribution were reduced. 
W. P. MORTENSON 
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> taxes: local tax burdens were somewhat reduced under separation; finally, no marked 
® tendency to extravagance is found in state or local expenditures as a result of the plan. 


® receipts taxes on utility companies, and, beginning in 1935, will subject 


) legislation this means that all utilities will be required to pay a tax on 
) their net incomes at a rate of 4 per cent, instead of the gross receipts taxes 


} ment. In addition, the “operative” property of utilities which had been 
}exempted from local taxation, is to be returned to the local assessment 
) rolls at a valuation determined by the State Board of Equalization. Local 
» governments will subject such property to taxation “to the same extent 
and in the same manner as other property.” When necessary the state 
F government may impose an ad valorem tax upon all property sufficient 


vutilities upon their gross receipts, and the exemption of all utility ‘‘oper- 
has been concluded with the abandonment of the system in 1935, an 
}nia. The amendment became effective January 1, 1935, as to gross receipts 


p States as a means of comparison. 


SEPARATION OF SOURCES OF STATE AND LOCAL TAX 
REVENUES IN CALIFORNIA 


The abandonment of the California plan of separation of state and local sources of tax 
venue haven an amendment adopted in 1933, after a generation of trial, one evokes 


to the > experience sal other states with separation. “Full- value ‘assessment of property failed of 
ealization; a new equalization problem appeared in place of the former difficulty of 
ualization among counties; the anticipation of substantial benefits from a greater measure 

¢ home rule has not materialized, while at the same time this feature of the plan imparted 
. measure of inflexibility to the state tax system; a new problem was presented by the 
qual losses to county tax rolls by the exemption of utility “operative” property from local 


By the terms of a constitutional amendment approved by the voters on 
June 27, 1933, the State of California has given up its system of gross 


such companies to taxation “in the same manner and at the same rates as 
mercantile, manufacturing, and business corporations.”* Under existing 


at varying rates for different types of utilities, collected prior to the amend- 


to supply up to 25 per cent of the state’s budget needs.” 

The 1933 amendment, therefore, marks the passing of the California 
experiment with separation of sources of state and local taxation. This 
plan was adopted in California in 1910 as a means of escape from the 
inequalities which had come into being under the general property tax. 
Its two most striking features were the provision for taxation of public 


ative” property from local taxation. Now that a generation of experience 
cfort may be made to evaluate separation of sources as applied in Califor- 


taxes. Reference will also be made to the results of separation in other 


‘The new Section 14, Article XIII, of the state constitution. 
“Section 34a, new, of Article IV of state constitution, 25 per cent limit; new Section 


14 ot Article XIII of the state constitution. 
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separate estimate of assessment ratios, but, while accepting the figures of 
the 1929 Report, did not agree that equalization of burdens under the 
° existing system was impossible. It suggested a tax research agency as a 
means of achieving greater uniformity and advocated retaining the 1910 
amendment.’® The Tax Research Bureau created as a result of this recom- 
mendation made an investigation during 1932 in which it arrived at an 
assessment ratio of 43.22 per cent for all non-operative tangible property." 
From the evidence presented the conclusion is inescapable that the ex- 
pected rise in assessment ratios has not been realized in California. The 
same conclusion may be drawn from the experience of other states. Miss 
! Newcomer found no important gains in assessment ratios in the states 
on which she reported in 1917. The ratios were generally found to vary 
from 40 to 80 per cent of true value, a situation neither much better nor 
© much worse than in non-separation states.'* These conclusions are borne 
Hout by those of Professor Blakey in his surveys and recommendations for 
West Virginia and Minnesota." 
Writing early in 1933, Professors Martin and Stephenson found the 
condition of assessments to be worse in separation than in non-separation 
Bstates, except in the case of North Carolina. The median assessment ratio 
for rural property was found to be 41.53 per cent for separation states 
and 61 per cent for non-separation states. The corresponding ratios for 
Burban property were 41.53 and 54.49 per cent. Separation states also 
ishowed higher coefficients of dispersion in county assessment ratios. States 
with a high degree of centralization were found to possess the best assess- 
ments. The authors conclude that the ‘decentralization of administration, 
an incidental by-product of separation, is the decisive argument against 
@the plan which this analysis discloses.”"** Our conclusion as to assessments 
must therefore accord in general with the view expressed by Professor 
m1. S. Adams in 1915: that neither theory nor experience indicates that 
@rcmoval of the state tax on property will substantially improve assessment 
work.” Apparently, what is needed is centralization and adequate equali- 
(2) While assessment ratios have failed to improve, it must, of course, 
Fe _ Report of the Joint Legislative Committee on Taxation, 48th session, Sacramento, 
pe! 31 PP. 30-35, hereafter cited as 1931 Report. 


“Report of the California Tax Research Bureau, January 23, 1933, p. 18, hereafter 
ted as 1933 Report. 
; %) M. Newcomer, Separation of Sources, pp. 45, 64, 84-5, 96-8, 111-12, 123-5. 
: “eR. G. Blakey, Report on Taxation in West Virginia, 1930, pp. 23, 131-7. R. G. 
or a Key, Taxation in Minnesota, 1932, p. 206. 
Reprint from Tax Magazine, January-February, 1933, p. 14. 
a of American Academy of Political and Social Science, vol. Iviii, March, 1915, 
150, 
"See Blakey, Report on Taxation in West Virginia, pp. 23, 132-4, 137, 195; Blakey, 


“ion in Minnesota, 1932, pp. 207-08; also, W. H. Stauffer, Taxation in Virginia, 1931, 
Pp. 78-97, 130-45, 


4 


| 

| 

| 


44 Earl C. Campbell [ March 1936 


be conceded that the removal of the state property levy did eliminate the tion t 
necessity for state equalization of county assessments. But at the san, and ¢ 
time a new equalization problem has appeared, that of equalizing the for p 
burdens upon utility and upon other types of property. On purely theo. equal 
retical grounds it might be doubted whether an equality of burdens be any { 


tween these two classes is necessary. Certainly no exactly equal distribution Bure: 
of burdens is possible. But in practice a serious attempt to achieve equality $100 
has been demanded in California, chiefly because of the exemption given made 
utilities in local taxation. This necessity was recognized by the 1906 Tx me 
Commission which worked out a series of gross receipts taxes which it burde 
thought would be the equivalent of the one per cent burden then resting Tt 
upon common property. The same requirement brought about modifications elimi 
of the gross receipts taxes on one or more types of utilities on six separate been, 
occasions after 1910. In each case the effort was made to remedy disparities that 
in tax burdens between utility and other property, and among utilities, 1 other 
revealed by surveys of relative tax burdens. great 
The 1917 and 1929 Tax Commissions despaired of ever attaining sub Exact 
stantial equality. The 1917 Commission deplored the “absurd necessity’ systet 
of trying to determine the ad valorem burden resting upon utilities unde the t 
gross receipts taxation. Much variation was found to exist between th much 
two types of property, and also among the utilities themselves. The Com ores 
mission therefore recommended three possible alternatives to the 191( paid 
system.1? The 1929 Tax Commission took a similar view of this problen —e 
were 


of equalization. Its views are well summarized in the statement that “the 


problem of adjusting the rates of the gross receipts taxes on public utilitis pom 
so as to equalize their burden with the burden on common propetty i — 
difficult, if not impossible, to solve and is provocative of disputes pregnatt a 
with unfortunate consequences. It is impossible to adjust the rates on gros ape 
receipts so as to achieve a tolerable degree of equity as between compaty cae 
and company. Its advantages of simplicity and fiscal productivity are pur me 
chased at too high a price.’** The Commission favored a tax plan based we 
upon the Model Plan of the National Tax Association comprising an 0 cal 
jective property tax of restricted scope, for local purposes primarily; : fe 
a 
comprehensive business tax measured by net income to supply state ter - 
enues; and a personal contribution apportioned by ability to pay, to bk aa 
izati 
divided between state and local governments.’® bef 
01 
The 1931 Joint Legislative Committee, while admitting serious defect a 
in the separation scheme, repudiated the 1929 Commission’s recommend: fad 
tive 
71917 Report, pp. 125-30. The three alternatives were: (1) go back to assessmet asses 
of property at its situs but retain central assessment of utility property and liquid proper » 
(2) adopt “true” separation by allowing counties to assess all tangible property; and (} 2 
give the legislature freedom to tax utilities without the required two-thirds vote. 2 
* 1929 Report, p. xx 
Ibid., pp. xxi, 75ff, ff 
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| tion that it be abandoned. Instead, it suggested further study of tax burdens, 


and empowering of the legislature to make a better classification of utilities 
for purposes of gross receipts taxation. The Committee did not agree that 
equalization was impossible under separation, nor that the inequalities were 
any more serious than in other tax systems.*° In 1932 the Tax Research 
Bureau found the ad valorem burden borne by utilities to be $1.54 per 
$100 and that of other property to be $1.85.2* No recommendation was 
made for retention or abandonment of separation, but a series of rates 
was suggested for utilities which it was thought would equalize their 
burdens with those on other property.” 

Thus, it must be admitted that separation of sources has not completely 
eliminated equalization problems. But no such result was, nor should have 
been, anticipated. The failure of inter-county equalization was the evil 
that separation aimed to eliminate. As for inequalities between utility and 
other property, it may be pointed out these have never been extraordinarily 


} great, and that each has at some time had the advantage of a lighter burden. 
| Exact equality is an ideal never realized under any system. Under the tax 


system which existed prior to 1919 it was found impossible to equalize 


I the taxes levied upon different classes of corporations. There was also 


much complaint that corporations carried a lighter burden than property 
owners generally. In the 1906 Report, Professor Plehn found that farmers 
paid taxes equal to $1.14 per $100 valuation or 10 per cent of their net 
incomes, while the corresponding figures for manufacturing corporations 
were 50 cents per $100 and 2.1 per cent on net income.** As has been 
pointed out, similar charges have been brought against the working of 


© scparation. It remains to be seen whether the 1933 amendment offers a 


PORE 


means of escape from such inequalities, but the prospects do not appear 
encouraging for several reasons. (a) The old problem of inter-county 
equalization will reappear with all the difficulties incident thereto. In rec- 
ommending abandonment of separation the 1929 Tax Commission condi- 
tioned this proposal upon a reorganization and strengthening of the powers 
of the State Board of Equalization. This reform has been omitted from the 


| recent amendment. (b) There is no guarantee that the ad valorem burden 


placed upon utility property will be equal to that of other property. Under 
the new plan utility property is to be valued by the State Board of Equal- 
ization before being returned to local tax rolls. Other property will, as 
before, be valued by county assessors. Both types of property will pay 


» the same rates of local and state taxes. The whole question of their rela- 
) tive burdens therefore hinges upon the respective levels of state and local 
)) ssessments. True equality will demand a proper adjustment of state and 


” 1931 Report, pp. 26-28. 
* 1933 Report, p. 18. 

Ibid., p. 31. 

* 1906 Report, pp. 65-68. 
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tion of burdens between general property locally assessed and utility prop- 
erty centrally assessed. 

(3) Home Rule. An argument which frequently appeared among the 
advocates of separation of sources was that it would grant a measure of 
home rule in taxation. Each locality would therefore be allowed to do as 
it pleased in fixing tax and assessment levels and in revising its tax rolls, 
with a minimum of interference from the state government. In addition, 
the local governments would be enabled to direct their attention to secur- 
ing equality between local groups and persons instead of constantly de- 
ferring to the effect of state tax rates.*° Furthermore, separation would 
provide a more “‘natural’’ division of functions in taxation between local 
and state governments. Thus real estate, which benefits directly from local 
activities, would be subject only to local levies, while corporations, whose 
property is more widely diffused, would bear the major part of state ex- 
penses.* On the other hand, opponents of separation pointed out the 
dangers involved in home rule, and declared that the wide expansion 
characteristic of modern business need not require exclusive state taxation, 
but merely state assessment of property.*? 

The somewhat meager evidence available seems to support the contention 
advanced by T. S. Adams years ago, that separation provides but little 
positive freedom to localities, and that, on the whole, the home-rule 
E tendency implicit in separation has not been a desirable feature.** The 
writer has found no evidence that positive use of local freedom due to 
separation has been made in California in order to adjust local tax systems 
to particular local conditions. Miss Newcomer noted no growth of home 
tule of this sort under separation.** On the other hand, general agreement 
b seems to prevail to the effect that the admitted decentralizing tendency of 
separation has had bad effects upon tax administration by retarding central- 
| ized control.** The results of home rule have therefore been most evident 
on assessments with the results shown above. The California Tax Com- 

sion Report of 1929 pointed out the need for state assistance to local 
assessors and the desirability of a more vigorous effort at equalization by 
a feorganized State Board. A similar view is expressed by the 1931 Joint 
Committee on Taxation.** 

One of the major objections to home rule under separation of sources 

1906 Report, pp. 79-82. 


U id., p. 80; see also Annals of Am. Acad. of Pol. and Soc. Sci., vol. lvii, March, 1915, 
ff, Seligman. 


_ Nat. Tax Assoc. Proc., 1915, pp. 251-2, T. S. Adams; ibid., 1911, p. 271ff, C. J. 


K 


‘Nat. Tax Assoc. Proc., 1907, p. 515ff. 

Newcomer, pp. 170-73. 

lbid., pp. 170-73, 186; Blakey, Taxation in West Virginia; also Taxation in Minne- 
‘4, pp. 207-08; Martin and Stephenson, op. cit., p. 14. 

~ 1929 Report, pp. 116-32; 1931 Report, p. 35. 


{ 

a- 

rt 

ed 

ely 

Nct 

he } 

ted 

in 

ere 

nts | 

of 

ed | 

per 

98, 

ong | 

Wn | 

vec 

nent 

ice 


48 


has been the argu 
revenues. This ol 
speakers at the 

exception being t 


vote in the legis| 


found that severa 


purposes, and c 
serious defect of 
1926 that the Ca 
of scarcity and | 
the 1929 Tax ¢ 
aration the state 1 
of the governme 
had blocked nee 
alter utility tax r: 
legislature, with t 


While these at 


exaggerated. On t 


under separation 


by utility compat 


has said that one « 


was to lessen the 
aration of source 
scarcely be expect 
the scene of batt! 

(4) A more d 
may perhaps be I 
local tax levies. | 
compensate them 
No satisfactory a 
ments were disc 
property from k 
per cent of the t 

Both the 1917 
feature of separat 


ASS 


Cam pbell [ March 


ts up an inflexible system of state and local 
California system was pointed out by two 


\ssociation meeting in 1915, particular 
irement in the 1910 plan, of a two-thirds 


sing gross receipts taxes.** Miss Newcomer 
| from the lack of a flexible tax for state 
inelasticity of state revenues might prove a 
Mr. Ray L. Riley, state controller, held in 
s receipts taxes produced alternately periods 


venues.*® The same argument appears in 


port, where it is objected that under sep. 


termined by factors other than the needs 


mission found that the 1910 amendment 


1 


the tax system and that the attempts t 
| to unseemly political struggles in the 


; pitted against the people.* 


nt arguments, they have been somewhat 


fiscal adequacy of California’s tax system 


1dmitted.*? Political pressure was exerted 


ration as well as after. Professor Plehn 


sons for advocating the 1910 amendment 


rporations upon local governments.‘ Sep- 


1 the scene of corporate activity. It can 
; amendment will do more than change 


rainst the California system of separation 
results of exempting utility property from 


payments were made to the counties to 
they suffered from their local tax rolls 
losses was arrived at, and such pay: 
18.4 By the exemption of “operative 
lost varying amounts up to over 3 


roperty taxable locally before 1910.“ 


mmissions raised serious objection to this 
Report complained that it “discriminates 


IAS 


1lso made these objections, pp. 8-11. Se 
p. 251-52. 


} 


= 
dra 
out 
con 
Cor 
At 
tax 
cha 
YS 
sep 
of 
un 
| 
| the 
|: 
tax 
Th 


1936] State and Local Tax Revenues in California 49 


against certain localities and favors others by the manner in which it with- 
draws property for state taxation which should properly be subject to 
local levies.’’*° While this argument has some weight, it should be pointed 
out that the loss in assessed valuations by the counties was in large degree 
compensated for by the removal of the state property rate. The 1906 
Commission computed the loss suffered by local tax rolls at 11.35 per cent. 
At the same time the counties gained on an average, 29.75 cents in local 
tax rates. According to its figures, 53 out of 57 counties gained by the 
change, while serzous losses were suffered by only 3 counties.*’ Naturally, 
the most bitter opponents of separation and the most enthusiastic supporters 
of the 1933 amendment came from the counties which stood to lose under 
separation. Under the new plan effective in 1935, with physical properties 
of utilities again subjected to local levies and state levies upon the fran- 
chises of utility corporations, the bitterness engendered between counties 
under separation may be expected to be assuaged, despite the fact that 
more counties will lose than gain by the new dispensation. 

(5) A final consideration has to do with the effects of separation upon 
state and local tax burdens and expenditures. Proponents of separation 
argued that lower rates on property would result from the removal of 
| the state rate.*® The 1906 Commission calculated that an average reduction 
of 29.75 cents in local tax rates would be made possible.*® On the other 
hand, opponents of separation believed that the divorce of state from local 
taxation would encourage extravagance in state and local governments. 
The farmer, for example, would favor increased state expenditures be- 
cause the corporations would have to pay for them. At the same time, 
local governments would take advantage of the removal of the state rate 
to increase local expenditures. These results are alleged to have appeared 
ina number of states, including California.*° 

The 1917 California Tax Commission declared that separation tended 
to foster extravagance and that it had not lightened the burden on real 
estate." However, Miss Newcomer found no evidence of extravagance 
under separation in California, but noted that it resulted in lower county 
tax rates. In the other states reviewed by the same authority little evidence 
of extravagance resulting from separation appeared.*? In his 1930 report 
on taxation in West Virginia, Professor Blakey repeats the criticism that 
separation favors extravagance and states that the lighter burden on real 


“1929 Report, pp. xxi, 44; also, 1917 Report, pp. 11-12, 126. 
"1906 Report, pp. 87-90. 
“ Nat. Tax Assoc. Proc., 1907, p. 494, E. R. A. Seligman. 
7 1906 Report, pp. 87-89. 
" Nat. Tax Assoc. Proc., 1915, pp. 46, 244; ibid., 1933, pp. 30-32. Ibid., 1926, p. 289. 
Annal of Amer. Acad., vol. Iviii, 1915, p. 3ff. 
1917 Report, pp. 9-12. 
~ Newcomer, pp. 47-8, 67, 84-5, 96-103, 112. 
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cedure or assessment ratios was effected. If separation had any effect upon 
assessments at all, it was a harmful rather than a beneficial one. No doubt 
separation of sources tended to retard any development of state super- 
vision of assessment work, by removing the incentive for inter-county 
equalization. 

Secondly, separation failed to insure the degree of equality in tax burdens 
as between utility property and other property, and as among utility com- 
‘panies, which was anticipated by its proponents. Frequent general revisions 
of tax rates would have been necessary to secure substantial equality of 
burdens between different classes of property. Such thorough-going changes 
proved to be practically impossible because of the pressure exerted by con- 
flicting economic and political groups. Despite this fact, a more equitable 
distribution of burdens was achieved than was possible prior to separation. 

Thirdly, the expectation that separation would lead to any constructive 
development of home rule has proved a delusion, while at the same time 
the advantages possible under greater centralization have been sacrificed. 
Meanwhile, although the taxes given over to the state supplied generous 
revenues to the state government, an objectionable feature of the system 
| was that revenues were not adjusted to the current needs of the state. No 
satisfactory flexible tax was found which might be so modified from time 
to time as to prevent the occurrence of a surplus or deficit. When a large 
| deficit appeared, it was found politically inexpedient to resort to the im- 
position of an ad valorem tax on property, an emergency device permitted 
by the state constitution. The writer has no evidence as to whether the 
| 1929 Tax Commission’s criticism that separation tended to “‘ossify” the 
S state tax system is a valid one. 

Fourthly, the hope expressed by advocates of separation that the polit- 
ical activities of utility companies would be restrained, has not been real- 
ized. The scene of political activity was merely shifted, while at the same 
time utility pressure was brought to a focus at the state capitol. An attempt 
to raise the rates of gross receipts taxes inevitably led to determined re- 

sistance by the utility companies. Thus, an impression was created that 
§ the utilities were playing politics as never before; in fact they have always 
been active politically when occasion demanded. 

Fifthly, opinion is conflicting as to the merits of the unique provision 
| in California for exemption of utility operative property from local assess- 

ment rolls. The chief objection to this arrangement was that it affected the 
several counties very unequally. On the other hand, the return of utility 
property to the local rolls raises the difficulty of finding a satisfactory for- 
mula for allocating property to the counties. The few counties which 
| suffered heavily from a narrowing of their tax base under separation will 

gain proportionately at the expense of the rest, under the new plan effec- 
tive in 1935. In the average county, the loss suffered by the exemption of 
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rse, largely compensated for by the abolition 
[he considerations which led to this exemption 
California, and the device has not generally 
It is perhaps not accidental that some of 
1933 amendment came from counties which 
il of utility property from local tax rolls. 
separation fostered extravagance finds little or 
ivailable. The fact that local and state tay 
ncreased since 1910 is to be explained by 
government, higher price levels, etc., and 
Sé paration. 


| that separation has failed to produce the result 


proponents, and that, on the other hand 

n far superior to the one it supplanted. The 
ration could have been obtained without it 
ntee that they would have been so achieved, 
ve at least in part missed their point either 
its incidence rather than its essence, or be 
lefects which exist under all systems in differ- 
the advantages obtained after 1910 could 
paration, it is also true that the defects of 
itly minimized without abandoning it. On 
that strict separation of sources has run 
form may safely proceed without considering 
varation may be involved in the attainment of 
perience of California with separation of 
truction for the student of tax reform than 
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® subjects in the fields of economics and finance were known to tell their 


| of bimetallism was taken up and discussed, but most of us had the feeling 


BIMETALLISM—RECONSIDERED IN THE LIGHT OF 
RECENT DEVELOPMENTS 


Interest in bimetallism was renewed during the depression. Legislation favorable to silver 
was passed, notably the Inflation bill of 1933 and the Silver Purchase act of 1934. The 
principal advantage claimed for bimetallism results from the ‘compensatory action” of the 
‘wo metals. “Compensatory action” assumes a mint and a market ratio between two metals 
which are different. It is difficult to see how there can be a mint and a market ratio within a 
country at the same time which are different so long as the government agrees to buy and 
sell these metals freely and at a fixed ratio. Examination of the periods when this country 
was operating on a bimetallic standard fails to bring forth convincing proof one way or 
another because of our incomplete records. The experience of most countries on a bi- 
metallic standard has been that one of the metals has disappeared. This “disappearance,” 
however, may have resulted chiefly, if not wholly, from exportation. In light of this, the 
case for international bimetallism becomes much stronger and it would seem to be the only 
workable form of the dual metallic standard. The chances of international bimetallism, 
however, seem far removed. 


During the ten to fifteen year period prior to 1930 many teachers of 
students that bimetallism was a ‘‘dead issue.” The principal subject matter 


that the possibilities that the United States might adopt some form of 
bimetallism in the near future were remote. It is true that during the war 
the United States passed an excellent opportunity to free our monetary 
system of silver. We had sold, under the provisions of the Pittman act, most 
of our monetary silver to England, but the same act provided that we 
were to purchase at a later date an amount of silver equal to that which we 
had sold. These purchases were made in the early 1920's, but at that time 
there was only a negligible amount of agitation for placing silver in a 
position equal to that of gold in our monetary system. 

Had we been able to visualize during the 1920's the depression which 
was to come at the close of the decade, we might have been able to forecast 
the renewed interest in a bimetallic system. Following most of the severe 
depression periods which this country has experienced since 1873 bimetal- 
lism has had its following along with many other proposals for monetary 
reform, but since many of us did not perceive the coming of the world-wide 
depression which began in 1929, at least in as severe a form as turned out 
to be the case, we likewise were not able to forecast the renewed pressure 
for a bimetallic system. 

Very soon, however, after the advent of the New Deal the silver interests, 
and even many others not directly interested in silver as a commodity, began 
a vigorous clamor for some form of bimetallism. In May, 1933, a little 
over two months after the new Administration had come into power, the 
Inflation bill was passed. Among other provisions, this bill provided that 
the President might set up a system of bimetallism, and freely coin silver 


q 
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at a ratio likewi t by him. Even after the passage of this bill 
many persons we t convinced that the bimetallic threat was ip 


earnest. The first the President made of the power given to him 
in this provision bill was in December, 1933. At that time 
by executive ord« mined domestic silver was to be purchased by 
the Treasury at in ounce.’ In early 1933 silver in the open 
market had sold f ents an ounce, but the price steadily rose 
until at the time lential order in December silver was selling 
for some 41 cent [he method used to pay for the purchases of 
newly mined silv the most unique financing schemes of the 
New Deal. The « rder stated that only one-half of the silver pur. 
chased was to be rder, however, made no mention of the fact 


that the silver wa 1 at $1.29 an ounce,’ which is exactly twice 
the price at whicl being purchased. The government, there. 
fore, by coining newly mined silver which it purchased 
could pay for all « |, therefore, have one-half of its purchases 


remaining as pr as also been referred to as a 50 per cent 
seigniorage charg rchases of newly mined silver at 6414 cents 


an ounce continu r the passage of the Silver Purchase act of 
the summer of 1 bsequent Nationalization of Silver procla- 


mation which fol] 

In June, 1934, Purchase act was passed, the primary provision 
of which was: “‘It lared to be the policy of the United State 
that the proportic 2old in the monetary stocks of the United 
States should be i: the ultimate objective of having and main- 
taining, one-fourt tary value of such stocks in silver.”? N 
definite time was tainment of this objective. In early August 
of the same year, tration released its Nationalization of Silver 
proclamation. In meant that the government asked that al 
silver within the | be turned in to the Treasury Department, 
and if the stocks rned in, the government might seize them 
Gold had been trea tly a little more than a year before. The pric 
which the Treasut for silver stocks was approximately 50 cents 
an ounce, but nev mestic silver would continue to be purchased 

* At the London ¢ mmer of 1933 it was agreed by eight countries 
including the Unite uld take steps to remove some of their new) 
mined silver from t ve order of the President in December, 1933 
was given, ! aoubt nt, 

mol state tandard silver dollars,” which is equivalent t 
$1.29 per ou ! nt is to be deducted ‘‘with the voluntary conseft 
of the owns 

* It may be of present coinage rates, namely, $35.00 an ount 
for gold, and $1.2 he fulfillment of the terms of the Silver Put: 
chase act would re ximately nine times as much silver by weigi 
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at 641, cents an ounce. In the spring of 1935 the price at which the gov- 
ernment would purchase newly mined domestic silver was raised to approxi- 
mately 774 cents. (This amounts to a deduction for seigniorage of 40 per 
cent.) The Silver Purchase act likewise empowered the government to 


purchase silver from abroad if it desired to do so. Purchases made abroad 


pen have produced serious monetary disturbances in China; and Mexico was 
Tose temporarily disturbed by the increased price of silver.* When the Secretary 
ling of the Treasury decreased and at times entirely withdrew United States 
s of purchases of silver in the world market late in 1935, the market price fell 
the precipitously. The price at which the government purchased newly mined 
pur- domestic silver, however, remained unchanged. 

fact 


Orthodox Treatment of Bimetallism 


Economists in general are almost unanimously in agreement that bimetal- 
lism does not provide a satisfactory monetary system. The reasoning behind 


ases such a stand, however, varies a great deal. One of the most common ad- 
cent vantages claimed for bimetallism is the stability of prices which would 
ents result from the compensatory action of the two metals. This compensatory 
t ol action is usually explained as follows: If the mint ratio is—say—16 to 1, 
ocla- and the market ratio is 15 to 1, then only gold will be brought to the mint, 
7 and no silver will be coined. As a result, gold will become scarce in the 
S100 market, and will, therefore, go up in terms of silver. This increase in the 
tates value of gold will continue until the market ratio approaches the mint ratio, 
uted and perhaps even goes beyond the mint ratio—say—to 17 to 1, in which 
Vain: case only silver would be taken to the mint, and thus the market supply 
N of silver would be reduced and forces set in operation which would con- 
gust tinue to raise the value of silver in terms of gold. It is contended, therefore, 
ilver that these automatically stabilizing influences will tend to create a stable 
t all price level. 
nent The question has rarely, if ever, been asked as to just what is the meaning 
hem of the market ratio. Most writers on the subject at least imply and some 
price explicitly state that the market ratio means the prices of the metals in the 
cent domestic market, or the relative prices of the metals in their industrial uses. 
rased Is this the meaning of the market ratio? 
atric Meaning of Market Ratio 
ewh 
5 It does not seem necessary to give a definition of bimetallism except to 
. say that in general a country on a bimetallic standard coins two metals, 
ale usually gold and silver, freely and in unlimited amounts. If it is true that — 
_ ‘Since China has to import most of the silver she uses, any increase in its price is 
ounc disadvantageous to her. A different set of circumstances explain the disturbances in Mexico. 
sie The rising world price of silver made the silver peso worth more than a peso so that 


melting or exporting was profitable. To prevent this the Mexican government ordered 
lee 
suver Currency turned in for paper money. 
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th metals in unlimited amounts under a }j.- 


ere ever exist within a country a market ratio 
lifferent? To illustrate: assume again that the 
it there is a so-called market ratio of 15 to 1 
wner of gold bullion be willing to give up 
t for fifteen ounces of silver or its equivalent 
ty of taking his ounce of gold to the mint and 
lver or its equivalent for it? In other words, 
owner of one of the metals was attempting 
ild do so at the place which would offer him 
Why would these two ratios ever be different 
er a system of bimetallism except perhaps 
ssary to cover differences in transportation 
to expect that the mint ratio and the market 
it the same time would be identical, or 
ntry agreed to buy and sell the two metal 
mounts. 
poses the ability to redeem one metal in terms 
So long as there are coins of both metals in 
be no doubt that the two metals can be freely 
tibes this process as follows:® 


ld or silver, when they are in concurrent circula- 
he intrinsic value of gold is just equal to the 
according to the legal ratio expressed in the 
lver falls as above described, the money-broker 
lion at the Mint, and the silver coins he receives 
as gold coins are not withdrawn by every 
maived an ounce of gold in coin for hi 

at once sell the gold as bullion (most probably 
rters) for sixteen ounces of silver bullion. He 
profit, and with the remaining fifteen ounces of 
M re silver coins, exchanges these for more gold 
for silver, and continues this round unt! 
irculation. When every one begins to find 
of silver bullion than it will of silver dollars 
ld eagle will be converted into bullion and 


yin 


yn as all of the gold coins in this case have 

Would it still be possible to redeem cic 
The bimetallic standard as first adopted by 

m to have made this direct redemption pos- 
part, reads as follows: 
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have been coined, the person or persons bj 
livered, shall, upon demand, receive in lieu 


United States, pp. 26-28. 
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thereof coins of the same specie of bullion which shall have been so delivered, 
weight for weight, of the pure gold or pure silver therein contained; . . . 


The government therefore was not obligated to redeem silver coins in 
terms of gold or vice versa, and the bank notes in existence were redeemable 


H only by the issuing bank. Therefore after gold had disappeared from 
§ circulation the ability to redeem silver in terms of gold seems to have dis- 


appeared. The converse is true when silver has been withdrawn from circu- 
lation. Since there is only one metal available, then a market ratio which is 
different from the mint ratio within the same country is theoretically pos- 
sible. Historically in the United States, the period from 1853 to the Civil 
War possibly illustrates a different mint and market ratio while we were 
operating under a bimetallic standard.® At that time according to Laughlin 
the amount of silver in the silver dollar was worth from $1.03 to $1.04 
in terms of gold. During this period, however, a few silver dollars were 
coined, in spite of the fact that this process required holders of silver bullion 
to give up metal worth $1.04 in the open market in exchange for one silver 
dollar. The most plausible explanation for this seemingly uneconomic action 
is that this was a convenient method of getting the silver assayed and 
stamped preliminary to selling it in the metal market or exporting it.’ 

Between the passage of the Sherman Silver Purchase act of 1890 and its 
repeal in 1893, there was complete convertibility between the two metals. 
The Treasury notes of 1890 were redeemable in either gold or silver and 
so long as these notes were in circulation, it was possible to obtain either 
of the metals from the mint. 

Looking at the case in more modern terms, it is usually thought that if 
the United States were to adopt a bimetallic standard, both metals would 
be treated in the same manner as gold is treated under the complete gold 
standard.* In this case gold and silver would not only be freely coined, but 
it would be possible to redeem currency or coins at the mint in terms of 
gold or silver. No evidence can be given to support this position except 


*Since we had set up a mint ratio in 1834 which made the coinage of silver un- 
profitable, it might be said that de jure we were on a bimetallic standard, but de facto 
on gold. This is the usual explanation, but Professor H. Gordon Hayes has pointed out 
that the facts do not support the general thesis that gold was undervalued prior to 1834 
and overvalued after 1834. “Bimetallism before and after 1834," AMERICAN ECONOMIC 
Review, December, 1933, pp. 677-9. Professor Neil Carothers presents similar evidence 
n his book Fractional Money published in 1930. 

‘Rufener, Money and Banking, p. 150. “During this same six-year period (1853-1858), 
it may be noted incidentally, fewer than 263,000 silver dollars were coined, and these were 
coined presumably, not to be put into circulation by their owners but merely as a con- 
venient means of getting the silver assayed and stamped as a preliminary to sale in the 
metal market or for export.” 

*“Complete” is used here to mean the type of gold standard in the United States 
Prior to 1933. The present discretionary redemption provision contained in the Gold 


» Reserve act of 1934 does not make currency redemption by the government in gold 


mandatory. 
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bimetallism has asked for free coinage of 
illy mentioned prohibiting redemption 
of gold. In other words, proponents of 
ue sort of way for the same treatment 
lefined ratio, as gold received under the 
roposals for the adoption of bimetallism by 
ld preclude the possibility of a discrepang 
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ncerning the mint and market ratios within 


not preclude the possibility of the existence 


h are different. It merely means that the 
defined, and if it is defined as predomi- 
ther than as a domestic market, then most 
iid about the operation of a bimetallic 
mple, let us look at the case of the United 
) was 15 to 1, and the mint ratio of France 
this difference was that gold flowed t 
experienced a shortage in its suppl 
ntiful and large amounts of it were being 
n referred to as the result of the operation 
stated—means that “bad money” tends 
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culty of bimetallism is illustrated by the 
h have adopted it. Sooner or later the 
ing exported and their supply is either 
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ition. Some writers have recognized the 
nint ratio of one country which is not in 
‘f other countries, and as a consequenc: 
tional bimetallism.’° The Latin Monetary 
1865 and which included France, Italy. 
Greece, recognized this difficulty and at 
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however, ceased to be a truly bimetallic 
stopped the coinage of silver in 1873. 
nd market ratios differ principally onl 
for international bimetallism becomes 
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rwise arbitragers would take advantage 0! 
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Francis A. Walker (1897). 


ma! 
lisn 


Un 
sucl 
be 
oth 
our 
sup 
to s 


mai 
and 
am 
the 
act 
nov 


sup 


= 
mut 
a 
& 
“ily 
ver 
(rut 
it 
4 
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much stronger, because if all countries would adopt the same mint ratio, 
then there would be no difference between the two ratios. 


Compensatory Action Not Effective 


If different ratios exist for a bimetallic country only when international 
markets’! are included, does the compensatory action advantage of bimetal- 
lism still hold true? Suppose, as in the previous case, the mint ratio in the 
United States is 16 to 1, and the international market ratio is 15 to 1. Under 
such conditions only gold would be brought to the mints, and silver would 
be exported to other countries. Would the increased supply of silver in 
other countries tend to force the market or mint ratios existing there toward 
our mint ratio of 16 to 1? Purely on the basis of the effect of an increased 
supply, this would seem to be the case, but there is a great deal of evidence 
to support the conclusion that countries possess an almost unlimited capacity 
to absorb supplies of the various metals without materially affecting their 
market or mint prices. Consider the cases of the United States since 1920 
and France since 1928. Both of these countries have absorbed very large 
amounts of gold without causing the price of gold to go down in terms of 
the price of silver. In the United States during this period the price of silver 
actually went down in terms of the price of gold. Since these two countries 


F now hold approximately two-thirds of the world’s total monetary gold 
supply and since during the periods when they were acquiring this gold 


its relative value in terms of silver was only slightly affected, very little if 
any compensatory action has taken place.’* In the case of silver, the two 
principal silver-using countries, China and India, have likewise absorbed 
very large quantities of the metal without similarly affecting its value. 


Other Advantages of Bimetallism 


If the compensatory action advantage of bimetallism no longer holds 
true when the market ratio is thought of in terms of an international market, 
are there any other advantages of bimetallism? There is another aspect of 
international bimetallism which should be considered. If all countries were 
to adopt bimetallism at the same ratio, the world’s monetary base would be 
increased. This becomes an advantage, however, only if it is thought that 
the present base is insufficient. There are those who hold that one of the 


| most important causes of the world-wide depression which began in 1929 


was the shortage of gold.1* A more common view is that there has been a 


“This international market ratio is determined by the mint ratios of other countries, 

t the other countries are not operating on a system of bimetallism, then they will have 

ket ratios existing between the two metals. 

“It is true that neither of these countries had a bimetallic standard during these 
periods. It cannot be said, however, that the tremendous increase in the amount of gold 
1 by the United States and France caused its value to decline in terms of commodities. 

_ Professor G. F. Warren has repeatedly stated that the world gold supply was in- 
‘umcient to support the currency systems of the various gold standard countries. 
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maldistribution of t tld’s gold rather than an actual shortage. The 
net effect if all count: were to adopt bimetallism at the same ratio would 
be the same as if 1 gold were added to our present gold supply in an 
amount equal to th 1etary value of the silver that would be added under 
a system of international bimetallism. It is not the purpose of this discussion 
to attempt to settle the question as to whether or not our gold supply js 
sufficient at the present time, but if the amount of gold which is in existenc 
were more equitably distributed among the nations of the world, certainly 
individual shortage uld be less pronounced. 

If the case against bimetallism is so clear-cut as the previous analysis 
would seem to sugs 2 word should be added explaining why the silver 
movement has been strong. Anything which would increase the demand 
for silver would naturally help the silver interests, but only on the basis of 
political expediency 1 such an action be justified. The silver busines 
of this country is n re important than the manufactured button or the 
peanut business, and less important than the chewing-gum business. There 
seems to be no bet mic reason for passing legislation which would 
aid the silver interest n for any of the many equally important businesse 
in the United Stat lo summarize the case for bimetallism, then, it 
would seem impract for a single country to adopt such a system. Inter 
national bimetallisn vorkable, but an adoption of bimetallism by al 
countries would be an advantage only on the basis that the present world’ 
monetary gold supply is insufficient. 

A great deal has likewise been said about the advantages accruing to our 
export business if v re to adopt a bimetallic system. The reasoning is 
usually as follows: S two of the most populous countries in the world 
India and China, u t as their primary monetary metal, anything whic 
might be done to inct the price of silver would produce a wholesom: 
effect upon exports to those countries. This advantage of bimetallism ha 
likewise been thoroughly discredited by many students of economics ani 
finance.!® Both of tl countries are large importers of silver, and they 
do not use the silver itself to pay for their imports of merchandise, but 01 
the other hand, they have to export more merchandise than they import 
in order to purchase silver. China’s recent protest against our silver buying 
policy clearly illustrates this point.** China realizes that an increase in the 
price of silver would work a hardship upon her rather than aid her in put 
chasing more Ameri poods. India, while a silver using country, does not 

* Herbert M. Brat | We Turn to Silver?”, Public Policy Pamphlet No. 6 
University of Chicag excellent discussion on this point. . 

* See especially F. I The Fall in the Value of Silver and Its Consequences 
Journal of Political Econ A t, 1931, pp. 455-457. 

* This was writte ( threw large amounts of silver on the world markt 
after deciding (in Ni ) t manage” her currency without reliance upon ati 


particular metal. 
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The ME maintain a silver standard and hence is not greatly affected by our silver 
vould Me program since the rupee is linked to sterling and not to silver. 
in an 


International Bimetallism Im practicable 


under 
Ssion Thus far an attempt has been made to disprove the advantages accruing 
oly is He from bimetallism on a national or on an international basis, except the 


political advantage (if this may be called an advantage) and the advantages 
which might result from the increase in the total monetary base. A number 
of disadvantages of a bimetallic standard adopted by a single country have 
been discussed. Are there any disadvantages to the international form of 
bimetallism? The chief difficulty, but not a disadvantage, of having an 
international bimetallic system is that it would probably never be possible 
to get all nations, or even the more important ones, to agree upon a common 
mint ratio. The primary reason for this is that since the various countries 
have different metallic interests, they would naturally be prejudiced when 
discussing a common ratio which would be adopted by all countries. 
England, for example, might favor a ratio which was advantageous to gold, 
while China might favor a ratio which would place silver in a relatively 
better position. The experience of most of the important countries in the 
world in attempting to agree upon a common basis for armaments leads 
one to believe that any system which would provide for the adoption of the 
same mint ratio between gold and silver would meet with certain defeat. 
What the New Deal has done for silver in the United States thus far, 
then, may be justified only on the basis of political expediency. There are 
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ing is seven so-called silver states. These states have a sufficiently large represen- 
vorld, fi tation in the upper house of Congress that we need not be surprised if even 
which fe more is done for silver in the future. Agitation for bimetallism, of course, 
>some will die down as soon as business has recovered to a point where monetary 
n has reform proposals are no longer in order. 
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THE COM SION OF FRENCH WHOLESALE PRICES 
INFLATION, 1919-1926! 


It has been rec that prices, under inflation, when measured in term; 
of the depreciated rise. However, when measured in terms of gold, jp. 
flation may serve t vel below that which prevails in stable money coup. 
tries. This phenor he French inflation of 1919-1926. The explanation 
of the relative com French price level is to be found in the enterpriser pric 
policy, the lower ; volume of production, and the reduced purchasin, 
power which chara According to the purchasing power parities theory 
the s of exc ed French and world prices. Their failure to 4 


so indicates that tl oversimplified view of the elements conditioniny 


price structures 


It is axiomati tiods of severe paper money inflation are accom 
panied by increa easured in terms of the depreciated currency, 
The fact that infi mpress prices has not nearly as generally been 
recognized or accot ttention by economists. Nevertheless, inflation may 
serve to compress il price level of countries on a depreciated money 
basis below that wv f | in countries on the gold standard. The ob- 
ject of this articl ine briefly this compression in France during 
the inflation perio 6, and to analyze the mechanism underlying it 
In making thi ndex of wholesale prices of the French Stati:. 
tique Générale ha pared with that of the United States Depart 
ment of Labor.? It mpare these indices it was necessary to reduce 
them to a commot rt. This was done in two ways. American 
prices were expire ; of French francs by multiplying them by 
the coefficient of inge and comparing the results with French 
wholesale prices | pressed in paper francs; and, secondly, French 
wholesale prices wv | in terms of dollars by dividing them by 
the coefficient of d hange and comparing the results with American 
wholesale prices ¢ lollars. These index numbers are given in 
Table I, and Chart | them graphically.® 
*The material fos tained in France, 1927-1929, under a fellowship 
granted by the Social S incil. H 
* These two pric und preferable to those prepared by the Federil 
Reserve Board, alth tween French and American prices as shown by . 
the Federal Reserve B ; greater than that shown by those of the Statistique H 
Générale, and their u | have brought out the differences between French + 
and American whole Ider relief than here given. While the indices é 
established by the Fe 1 were constructed in an effort to facilitate the 3 
international comparis include the same list of commodities, but with E 
varying weights, for tries considered, analysis shows that the Federal | 


Reserve Board index f representative as that of the Statistique Générale. 
Further, the Departm lesale price index, with its large list of commodi- 
ties, is a better index holesale prices than that of the Federal Reserve 
Board. 
* The data { s in the United States in terms of French 
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64 Vax |]. Wasserman [ March 193 
TABLE | 
CAN WHOLESALE Price INDICES 
July, 1914=100 
U. France U. §. 
in francs in dollars in dollar 
1919 
Jan 215 338 203 
Fet 209 331 197 
Mar 224 314 201 
April 236 293 203 
May 254 272 207 
June 257 271 207 
July 288 265 219 
August 332 235 226 y 
Septembe 19 224 221 
October 362 235 223 
November {01 227 230 
Decembe {81 207 238 
Average 301 268 215 
1920 
J 545 219 248 
Fet 660 194 249 
March 653 209 253 
April 191 266 
May 732 175 272 
June 610 207 269 
July 590 213 262 
August 642 189 250 
September: 666 188 242 
October 642 173 225 
November 650 146 207 
December 603 136 189 
Averag 649 187 244 
1921 
January y 532 136 177 
Febri 143 167 
M 8 134 162 
April {08 133 154 
May 544 145 151 
June 139 148 
July 58 136 148 
Augus 63 136 152 
Septembe 84 135 152 
October 490 127 150 
Novemb 490 126 149 
Dec ser 456 135 149 
A ge 6 137 155 
1922 
January 425 135 142 
February 320 142 145 
francs, the series of 1 le prices in terms of dollars, and the index ot 
the French wholesal f francs have been taken from the Bulletin de \s 
Statistique Générale 1925-26, p. 276. The series of French wholesai 
prices in terms of d lividing the wholesale price index of the Sta 
tique Générale by tl exchange. 
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larch 1936 | French Wholesale Prices during Inflation 65 
2? in francs in francs in dollars in dollars 
March 314 312 146 146 
$. April 320 307 153 147 
lar May 323 326 153 153 
June 332 343 150 155 
2 July 332 374 142 160 
7 August 338 389 139 160 
1 September 336 398 133 158 
3 October 344 417 131 159 
7 November 359 454 127 161 
7 December 370 430 139 161 
9 Average 333 366 141 154 
6 
1 January 395 465 137 161 
3 February 931 509 137 162 
0 March 433 505 141 164 
8 April 423 476 146 164 
5 May 415 469 143 161 
June 417 485 136 158 
g July 415 512 127 156 
9 August 421 530 123 155 
September 433 526 131 159 
, October 429 512 132 158 
) November 452 553 129 157 
" December 468 573 128 156 
) Average 428 510 134 159 
) January 505 646 122 156 
5 February 555 686 127 157 
7 March 510 649 122 155 
April 459 483 145 153 
May 468 511 140 152 
June 475 553 129 150 
Jul; 491 575 130 152 
° : August 487 549 137 155 
4 September 496 561 136 154 
October 507 580 138 157 
November 514 578 141 158 
' December 518 578 145 162 
Average 499 579 134 155 
; January 525 590 147 165 
February 526 605 144 166 
‘ March 524 616 141 166 
April $23 600 141 161 
May 531 599 142 160 
June 554 655 137 162 
: July 569 680 138 165 
. August 569 680 138 165 
September 567 676 139 165 
ae October 584 710 134 163 
ex i November 618 795 127 163 
ae “a December 646 830 125 161 
Average 561 670 137 164 
January 647 825 126 161 
February 649 840 124 160 
[March 1936] French Wholesale Prices during Inflation 67 


e¢ 


Ma 

April 

May 

June 

July 

August 

de ptember 

October 

Nove nt er 

December 
Ave! age 


DIFFERENCE 


NNN NN 


Average 


The differenc 
is shown in Tab! 
boom period of 1 
est during the ye 
cent and 120.9 | 
cent.* 

In order that | 
the United States 
fixation should 
acting on certain 
conditions, it is 
French prices mu 
price policies of | 
into groups and st 

*Dr. Maurice O 
(Paris, Giard, 192 
by some statisticians 
that they do not ex 
quite a simple ren 


case of those who s« 


Ma 


]. Wasserman [ March 
3. France U. 

in francs in dollars in dollar; 
840 120 156 
890 116 156 
960 114 156 
1.031 115 157 
1.225 109 155 
1.052 115 154 
1.049 119 155 
1.014 117 154 
859 124 153 
742 131 152 
944 119 156 

TaB_e II 


RELATIONSHIP BETWEEN FRENCH AND AMERICAN 
V LESALE PRICES 


U. S. prices French price 
minus divided 
French prices U. S. price 
in francs per cent 

—63 120.9 

129 80.1 

44 88.8 

33 90.9 

81 84.1 

80 86.2 

109 83.7 

226 76.1 

80 88.9 


ind the relationship between the two serie 
st difference in level was found during the 


he French financial crisis of 1926, and the small- 


1922. French prices varied between 76.1 pet 
American prices with an average of 88.9 pet 
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S. Three principal groups of enterprisers may be distinguished. First come 
alla those who failed to understand the significance of inflation and who con- 

56 tinued to conduct their enterprises in the traditional manner. This category 
6 included many French enterprisers directing small-sized firms. Since this 
“ group failed to understand inflation, the business men who composed it 
4 continued to buy and sell as before the war. They did not feel it necessary to 
5 take account, in fixing selling prices, of the increase in the cost of raw ma- 
- terials between the times of their purchase and of the sale of the finished 
52 products. They based prices on the original cost as shown by the books, and 
6 


the indices of the cost of living for these countries.’ When Dr. Olivier declared that 
index numbers are suitable for measuring the movement but not the level of prices be- 
N tween countries, he evidently had in mind a situation where the level of prices in the 
countries for the base period was not the same or where the indices were not comparable. 
— The following table giving French and American wholesale prices, 1890-1913, covering 


price the base periods of both indices, shows that the differences in levels during the base 
od by periods was not sufficiently great to prevent the comparison of levels made in this article. 
Ti 
FRENCH AND AMERICAN WHOLESALE Prices 1890-1913 
Base: 1901-1910= 100 
Year France U.. Year France 
1890 100 91 1902 94 94 
1 1991 98 90 1903 96 96 
2 1892 95 84 1904 94 96 
1993 94 86 98 96 
1 B 1394 87 77 1906 104 100 
9 1895 85 78 1907 109 105 
pind 1896 82 75 1908 101 101 
‘ 1897 83 75 1909 101 109 
1898 86 78 ~—-1910 108 113 
ug the 1899 93 84 1911 113 104 
small: 1900 99 91 1912 118 111 
1 pet 1901 95 99 1913 116 112 
D pet It has already been shown in note 2 that the indices utilized in this study are sufficiently 
comparable to permit their use in the study of the relative levels of French and 
ose in American prices. It may finally be objected that the differences in level shown here were 
I thei due to the effect of the Fordney-McCumber Tariff act, signed September 21, 1922. The 
‘ollowing table, comparing gold wholesale prices, 1923-1927, in the United States, England, 
risers and France shows that evidently this tariff cannot be held accountable for the difference 
narket in level between French and American prices, since French prices were also lower than 
‘* the English and since it did not bring about a comparable difference between English 
y and American prices. 
ig, the 
risers Frencu, AMERICAN, AND Encuish Gotp WHOLESALE Prices 
Base: July, 1914=100 
yn. 
es Prix Year France England 
_— 1923 134 151 159 
neg 1924 134 168 155 
he 1925 137 163 164 
be 1926 119 153 156 
paring 
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this group served to maintain the prices of some goods at a lower level than 
that which prevailed in countries on a stable money basis and the same level 
for other goods. On the average this price policy, therefore, made for rela- 
tively lower prices. 

The theory of replacement prices was completely applied by the managers 
of a third group of enterprisers composed of large firms dealing in com- 
modities of fundamental importance and of enterprises importing either 
finished products or essential raw materials from countries on a stable money 
basis. These enterprises found it necessary to employ a price policy which 
took into account not only monetary depreciation in France, but also the 
levels of prices in the producing countries. Such policy was dictated by the 
imperious necessities of the situation, for no firm importing raw materials 
from gold standard countries could long continue in business unless it re- 
ceived a sufficient amount from the sales of its products to permit it to re- 
stock a quantity of goods equal to that sold. This constituted a complete ap- 
plication of the theory of replacement prices, and it tended to bring the 
level of prices of enterprises employing it up to that which prevailed in 
stable money countries. Of the three groups of enterprises studied, it was 
only the prices of this last category which gravitated toward the world level 
of prices. 

However, the general level of French wholesale prices included prices 
made by enterprises belonging to each of the three groups. Since the prices 
of but one of these three groups tended to approach the world level, that of 
the others being lower, an average of French prices would show a somewhat 
lower level than that prevailing in gold standard countries. Thus the mech- 
anism of price fixation during inflation explains, in part, the difference in 
level between prices in the United States and in France. Inflation demands 
a different price policy from that employed under stable money conditions. 
For it neither acts directly upon prices nor, as some quantity theories would 
lead one to suppose, does it necessarily bring about an increase in price. In 
order to have any effect upon prices it must affect the markets for goods, and 
since markets are made up of men it must react upon the price attitudes and 
psychology of men before it can bring prices to rise. The effect of inflation 
upon prices wil! be in proportion to its effect upon the price psychology of 
business men.” 

But a study of enterpriser price policies does not furnish the whole ex- 


"Cf. A. Aftalion, Monnaie, Prix et Change: Expériences Récentes et Théorie (Paris, 
Receuil Sirey, 1927), especially pp. 226-328. The conclusions drawn by Professor Aftalion, 
especially his emphasis upon the psychological factors, are in substantial accord with the 
explanation offered in this article. Professor Aftalion has approached the problem from 
a national or external point of view, by studying the statistical effects of factors and 
policies. Here the problem has been examined from a private or enterpriser’s point of 
view by studying the factors and policies themselves in an effort to work out the 
nterior mechanism of the price movements. 
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| of interest on these obligations rose but slightly, and the gold value of this 
rtain cost declined during inflation. 


1g of In spite of these factors making for a decrease in the gold value of the 
asing French capital charges, the decline was less than one might expect. This 

was due to the fact that many French enterprises purchased new plant and 
rally equipment, and financed important expansion programs during inflation, 
nove. by means of the sale of stocks and bonds. The cost of these additional funds 
eless, served to increase the capital charges of business. Yet even with these addi- 
$ and tional charges the gold value of interest and dividends paid by French busi- 


ness men declined." 


Drices Thus French business men, paying lower amounts in wages, interest, and 
anu: dividends were in a position to maintain relatively low prices. But these low 
> fall elements of cost merely permitted them to sell at low prices; they did not 
ively, yblige them to do so. Three factors, however, served to make these elements 
n the of low cost effective in determining price: competition, the growth in physi- 
ation, cal production, and the relatively low purchasing power of the French pub- 


tively lic. Competition worked to make these permissive elements obligatory, in 
ristic that some business men were willing to cut prices to conform to the low costs 
Fixed in order to obtain a larger share of the market; and once any large firm 
e de- adopted this technique it was difficult for competitors to refrain from doing 
onds the same.’° 

| was In endeavoring to obtain a larger share of the market, French manufac- 
id by turers were led to increase production, as the index of physical production 
y the of the Statistique Générale de la France, given in Table III, shows.’* This 
es of increase, unless accompanied by a proportionate growth of purchasing 
power rendered it difficult for enterprisers to raise their prices. In spite of 
amon the forces making for an increase in purchasing power which a growth in 
on to production brings, such as the immigration of new workers, the decrease 
, Was in unemployment, and the greater use of labor saving machinery, the pur- 
L was chasing power of the French public did not show a proportionate increase 
5, the because of the low wages, the small returns on fixed capital, the shrinkage 


Taste III 
hicag InDEX OF FRENCH PuysiIcaL PRopuCTION 
enback Base: 1913=100 
1919 57 1923 88 
1920 62 1924 108 
ublice 1921 55 1925 107 
re, and 1922 78 1926 124 


“See the articles cited in note 12. 

} divi- “Competition, further, was one of the factors which served to prevent an integral 
France pplication of the theory of replacement prices. While some competitors were main- 
1919- ‘aining selling prices within the limits of original cost, it was difficult for others to 
oring their prices to follow the cost of replacing the merchandise sold. 

“Bulletin de la Statistique Générale de France, vol. xviii, no. 2, Jan.-March, 1929, 
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p. 123. 


French Wholesale Prices during Inflation 73 


1930 | 
q 


Max ]. Wasserman [ March 


of business working capital due to a failure to price on the basis of replace. 
ment costs, and the low earnings of other income groups, notably, gover. 
ment functionaries, business ‘‘white collar” employees, building proprietor; 
writers, and artists.’ Acting on the demand side, the failure of purchasing 
power to increase in proportion to the growth of production was one of the 
factors making for relatively low French prices." 

This explanation can be summarized as follows: During French inflation, 
the national prices showed a level substantially lower than that which pte- 
vailed in the United States. This situation was due to forces set in motion 
by the process of inflation itself. Some French business enterprisers failed 
to adapt their price policies to the situation and continued to price on a basis 
of cost. Others endeavored to bring prices to follow exchange rates or the 
movement of gold prices in stable money countries. Only the latter policy 
constituted an integral application of replacement prices, and it was this pol- 
icy alone which was sufficient to bring prices up to the world levels prevailing 
at the time. Since it was applied by but few business houses, the general leve 
of French wholesale prices was relatively low. Even if replacement prices 
had been applied by French business enterprise, the elements of costs, upon 
which they were based, tended, in terms of gold, to decline. The working 
of business competition constituted another factor in the situation, for some 
firms took advantage of low costs to sell cheaply and to obtain as large a 
share as possible of the market. The increasing production made it difficult 
for enterprisers to raise prices to the American level unless the purchasing 


“The salaries of French government employees were fixed by law and as the prices 
rose the salary scales were, from time to time, increased. There was, nevertheless, : 
lag between the salaries of this group and general prices, and the increases were never 
sufficient to bring the salaries up to the levels shown by either the indices of prices 
or of the cost of living. T} nts received by building proprietors were regulated by lav 
From July, 1914, to December, 1919, inclusive, no increases over the July, 1914, 
level were permitted. During 1920 and 1921 at various times laws were passed which 
brought the level of rents in 1922 to double that of July, 1914. In 1925 they wer 
increased to approximately 225 pet cent of the pre-war level and in 1926 to 250 pe 
cent of this level. It can be seen, therefore, that the revenues of building proprietos 
failed by a great deal to keep ac e with the movement of prices. Adequate statistic: 
data showing the earnings of business employees and the artistic and literary classe 
were not available. After discussing the returns earned by these groups with officers 
of their associations and unions, employers, publishers, and art dealers, it was concluded 
that their earnings did not rease with anything like the rapidity of either wholesale 
prices or the cost of living and did not attain the levels shown by these indices. 

* Although there was a notable decline in French savings during inflation, th 
breakdown of the savings habit tended more to change the channels into which pur 
chasing power was directed than to make for an absolute increase in its amount. Much 
of the money formerly saved had been invested in securities or deposited in banks and 
thus swelled the funds available for the creation of fixed capital. With the decreas 
in savings larger amounts were devoted to the purchase of consumer goods and services 
The breakdown of the French savings habit was due to financial necessity, to the post 
war moral slackening, and to the fact that the incentive to save was weakened because 
savings, unless invested in securities with a stable gold value, lost purchasing power 4 


the value of the franc declined 
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power of the public increased proportionately. The failure to apply replace- 
ment prices and the consequent erosion of business working capital, the low 
levels of wages, interest and salaries, the decreased returns earned by pro- 
prietors of real property and securities, acted to reduce purchasing power. 
Under these conditions it was not possible for French prices to attain the 
American level. 

The facts described in this article do not corroborate the famous theory 
of purchasing power parities first discovered in 1802 by Henry Thornton," 
and revived in 1916 by Professor Cassel. It has here been shown that 
the rates of exchange did not equalize prices between France and the United 
States during the period studied and that there were several factors working 
to maintain these differences in prices which the theory does not take into 
consideration. The purchasing power parities theory has performed a real 
service in showing some of the relations between prices and exchange rates, 
but in doing so, it has presented an oversimplified view of the phenomena. 

Thus inflation, while bringing about a depreciation of paper money and 
a consequent rise in prices in terms of paper money, compressed prices to a 
© \evel lower than that found in stable money countries such as the United 

States. This fact, which has not received much attention by economists, was 
one of the most important results of French inflation. It was largely re- 
sponsible for the exporting advantage (prime l’ex portation) which France 
enjoyed during this period and for the “loss of substance’’ (perte de sub- 

ance) which served to gut her industry while at the same time giving it all 
the external signs of prosperity. 

Max J. WASSERMAN 
Resettlement Administration 
Washington, D.C. 


“Inquiry into the Nature and Effects of the Paper Credit of Great Britain (London, 
802). 
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THE FINANCIAL ADJUSTMENT IN THE EMPIRICAL 
LAW OF COST 


In the usual analysis of general price theory, it is observed that over a period of tim 


price and cost tend to correspond. The correspondence, it is said, is brought about by a 
increase or decrease in the amount of the goods produced and in the productive facilities 
devoted to the production of the goods. The present study reéxamines this adjustment whic 
is technological in nature, and analyzes a second adjustment which also operates to effect; 
correspondence of price and cost. This second adjustment is called the financial adjustmen; 
and is based upon a recapitalization of assets with resulting changes in cost which bring it in 
line with price. Concrete examples are presented to illustrate the recapitalization of asses 
and the extent to which it takes place. The financial and technological adjustments ofte 
operate at the same time; and in a statement of the identity of price and cost both adjustments 


should be recognized 
I 
The Financial and Technological Adjustments Contrasted 


A striking characteristic of economic treatises from The Wealth oj 
Nations to the textbooks of today is the general observation by the author 
that the price of a freely reproducible good tends to correspond over: 
period of time with its cost of production. Market price, the actual pric 
at any one time, may not correspond with cost, because of changes that ma 
occur in the forces of demand and supply. Over a period of time, however, 
it is observed that the market price tends to fluctuate about a norm which 
is the cost of production. This norm is usually called ‘normal price,” : 
concept which is variously defined as ‘‘cost price,” “the expense of producing 
a unit of the commodity,” a price which tends “‘to coincide with the average 
cost of production of a firm or group of firms that is somewhat more efficient 
than the least efficient producers in the field.” 

The purpose of the present study is to reéxamine the way in which the 
adjustment of price to cost is usually presented, and secondly, to analyz 
an equally important type of adjustment which may be called the financid 
adjustment. The identity of price and cost, as well as the general recognition 
thereof, was especially commented upon by Eugen von Béhm-Bawerk, who 
designated the relationship as “the law of costs,” “‘an actual empirical fact,’ 
and “the empirical law of cost.’ In support of the law B6hm-Bawerk pre 
sented the traditional line of reasoning that if the price rises above cost, the 
large profits will not only induce undertakers to extend their business, but 


1 Adam Smith, The Wealth of Nations, vol. i, pp. 20, 57-58, Cannan ed., 1925; J. s 
Mill, Principles of Political Economy, pp. 452-453, 478-479, Ashley ed., 1921; Alfred 
Marshall, Principles of Economics, 8th ed., book v, chap. 3; R. T. Ely, Principles of Ei 
nomics (1931), p. 185; Garver and Hansen, Principles of Economics (1928), p. 18) 
and other standard texts on economics 

* Eugen von Béhm-Bawerk, The Positive Theory of Capital (1891 ed.), pp. 223, 18 
and “The Ultimate Standard of Value,” Annals of the American Academy of Political a 
Social Science, September, 1894, p. 178. 
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will also encourage new undertakers to enter the same business, a situation 

which will increase the amount of product and lower the price in line with 

cost. On the other hand, if price falls below cost, undertakers will reduce 

their output and—according to the law of supply and demand—market 
rice will rise. 

When Béhm-Bawerk discussed the relation of price to cost he agreed 
entirely with the law of identity, which is “firmly rooted in economic litera- 
ture and accredited by common experience,” and also with the adjustment 
by means of which the identity is typically observed to be effected. Alfred 
Marshall and the neo-classicists also agreed with the law of identity, al- 
though they split sharply with the “Austrian School” over the causal 
explanation of price and cost.® 

The method of adjustment as described by BOhm-Bawerk will, for clarity 
of analysis, be called “the technological adjustment,” because the identity 
is brought about by an increase or decrease in the productive facilities 
devoted to the production of the goods and in the amount of the goods 
produced. In analyzing the technological adjustment, various factors may 
be seen to govern its operation. If price falls below cost, this adjustment 
will come into play if there is an “opportunity cost’’ for the productive 
facilities. The use of an agent involves a cost equal to its value in another 
use; and if this return is not forthcoming, the agent will be shifted to the 
other use. This shift is the technological adjustment, for there is a decrease 
in the productive facilities devoted to the production of the goods. The 
reduced supply will result in a higher price and the identity once more will 
be restored. When price rises above cost, similar reasoning may be employed 


§ to explain an increase in productive facilities and the consequent readjust- 


ment in price and cost. The technological adjustment also covers the intro- 
duction of new facilities, as well as the abandonment of used plants and 
equipment. 

In addition to the technological adjustment, there is one which occasions 
an identity without an increase or decrease in productive facilities. This 
adjustment, which may be called the financial adjustment, is based upon a 
recapitalization of assets, downwards or upwards, with resulting changes 
in cost that bring it in line with price. The financial adjustment downwards 
operates when changed market conditions and changed consumer demand 
occur for the product of facilities which cannot be shifted to another use, 
or can be shifted only with much expense or loss, in which case the force 
of opportunity cost becomes impotent. Such a situation obtains chiefly in 
the case of certain types of agricultural and urban land, mines, oil wells, 
specialized durable equipment, machinery, and buildings. In those instances, 
when price falls below representative costs, new facilities typically will not 


"The use of the phrase “cost of production” by the writer is in the sense of money 
t, fepresenting a normal, competitive return for all factors used in the making of a good. 


cost 
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be added, unless they make for unusual economies, and existing 200d; 
will be revalued on the basis of the general level of investment return pre. 
vailing in the community 


On the other hand, the existence of a price above cost will occasion ; T 
revaluation upwards of those specialized and durable agents—as certaip betw 
natural resources, patents, royalties, and managerial ability—which cannot and 
be increased easily by the addition of new agents or by the transference of asset 
agents from other employments. Thus, a certain portion of land may becom redu 
more valuable because of growth of population, strategic location, new betw 
consumer demands and uses, etc. dep 

The financial adjustment operates not only to correct maladjustments vanes 
occasioned by changed market conditions for the products of certain spe Som 
cialized, durable, productive agents, but also to effect an identity which ha redu 
been upset by a changing price level. In the case of current assets, labor = 
raw materials, and other items frequently bought and sold, the process of He '°8 ‘ 
capitalization is continually taking place and the capital values represent 5 Su 
evaluations in terms of the current monetary unit. Likewise, in so far a to 
indirect, durable goods, new or old, are bought and sold, they assume: [me °° 
valuation that reflects the current price level. It is only when a fixed asse to th 
does not directly enter the price system that its valuation may get far out of Alth 
line and a volitional revaluation must necessarily be made.‘ come 

It ts interesting at this point to note that the capitalization policy of depr 
capital values, which is the principle underlying the financial adjustment, eg 
constitutes no part of the treatment by the Austrians, by Alfred Marshall, or duce 
by J. B. Clark. Although Bohm-Bawerk, Clark, and Marshall glimpsed the _D 
capitalization process,° they did not develop a theory of capitalization a 
relate capital to anticipated incomes and uses. In 1900, however, Frank A “- ; 
Fetter restated with keen insight the capital concept and began a generalized the { 
and logical statement of the rdle of capitalization in economic activity’ ame 
The function of capitalization also came to play an important part in the Becat 
work of Thorstein Veblen who found in its operation an explanation of Costs | 

acqui 
the business cycle ot 
costs 

*If monopoly exists than normal returns on the productive agents will generall great 
be obtained and the traditionally observed identity of price and cost, which is based upon To p 
competition, will not However, even under conditions of monopoly the financis easily 
adjustment, as such le to attribute monopoly profit to some agent; and both with 
adjustments may operate for the same reasons applicable to competitive industry. to the 

* Eugen von Béhm-!I erk, 7 Positive Theory of Capital, pp. 348, 349; J. B. Clark 
Distribution, pp. 336-3 nd Alfred Marshall, Principles of Economics, pp. 412-424. Othe 

* Frank A. Fetter, “I t Discussions of the Capital Concept,” Quarterly Journal 0 inves 
Economics, vol. 15, N r, 1900, pp. 1-45; and also “The Relations between Rent and ‘ di 
Interest,’’ Publicatior f t American Economic Association, 3d series, vol. 5, December cond! 
1904, pp. 176-198 and 240; and “Interest Theories, Old and New,” AMERICAN ; 
ECONOMIC REVIEW, vol. 4, March, 1914, pp. 68-92. 

"Thorstein Veblen, 7 Theory of Business Enterprise (1904). See also A. B. Wolt re 
Weltwirtschaftliches Ar vol. 40, September, 1934, p. 261. 
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II 
The Financial Adjustment: Some Concrete Examples 


To illustrate the way in which the financial adjustment effects an identity 
between price and cost, let us consider concretely the nature of its operation 
and the extent to which it occurs. In the first place, the devaluation of 
assets, occasioned by a continuance of cost above price, works directly to 
reduce the fixed charges of an enterprise and thus to bring an identity 
between unit cost and price. According to recognized accounting principles, 
“depreciation should usually be based on deflated value, even though for 
income-tax purpose the charge against income based on cost is possible.’’* 
Some examples of companies which have written down their assets and 
reduced depreciation charges are given in Table I. Such action operates only 
to make the depreciation charge similar to the other expenses in the operat- 
ing statement. Of course, the depreciation charge must be an amount that 
is sufficient, over a period of time, to replace the particular equipment at 


} prevailing prices. A deflation of assets also results in a lower insurance 


base and a consequent reduction of insurance premiums, with no injury 
to the enterprise, for recoverable loss is governed by replacement value. 
Although a revaluation of assets has little effect, if any, upon federal in- 
come taxes (the Treasury Department normally uses actual investment with 
depreciation upon a straight-line basis) it may effect a reduction in the 
assessed valuations of land and plant facilities and thus result in a re- 
duced local tax payment. 

During the business depression which began in 1929, the financial ad- 
justment downward revealed itself to an unusual degree (see Table II). 
An important factor which occasioned such devaluation of assets was, in 
the first place, a significant and presumably long lasting decline in the 
general price level. One corporation report stated: 


Because of the decrease of approximately 21 per cent in general construction 
costs during the past two years, the present book value of many items of property 
acquired, constructed, or appraised during periods of high labor and material 
costs exceeds the present replacement value. When the change in values is as 
great as that which has occurred in the last few years, a restatement is desirable. 


§ To permit the records to continue to show the values of earlier years might 
§ casily become misleading. . . . Accordingly, in the balance sheet submitted here- 


with the value of buildings, machinery, and equipment has been written down 
to the extent of $39,794,031.11.° 


C ther factors which occasioned the devaluation of assets were the mistaken 
investment of capital and changes in the technique of production, in market 
conditions, and in consumer demand. 


*Roy B. Kester, Advanced Accounting (3rd ed., 1933), p. 543; see also W. A. Paton, 
countants’ Handbook (1933), p. 750. 
Union Carbide and Carbon Corporation Annual Report, 1931, pp. 9-10. 
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TABLE | AsseT REVALUATION AND Depreciation Repuction! 
depreciation in property 
saving account 
American Woolen Co. .. $17,481,487 |$ 600,000 36 
Colorado Fuel and Iron Co 17 ,542 ,459 500 ,000 29 
Curtiss-Wright sauperet tion 19,205,752 1,250,000 40 
Gillette Safety Razor C: 8,294,532 700 ,000 61 
National Enameling and Stamping Co. 7,725,584 100 ,000 60 
Union Carbide and Carbon Cx 23,644, 836 1,200,000 10 
General Baking Co. 8,118,976 550,000 29 
General Bronze Co. 1,032,569 75,000 42 
General Fireproofing C: 1,068 , 347 100 ,000 32 
Gold Dust Corporation 4,276,576 550,000 38 
Gotham Silk Hosiery C 4,375,121 300 ,000 45 
Julius Kayser and Co. 2,838 , 506 300 ,000 7 
New York Shipbuilding ¢ 10 , 237 ,935 600 , 000 60 
Tide Water Associated Oil C 26,995,956 | 1,400,000 18 
United States Gypsum 9,413,955 475,000 19} 
United States Industrial Alcoh | 19,301,044 800 , 000? 100 
1 Based on data compiled from corporation reports, Poor’s Industrials volume, and “The 
Writing Down of Plant Values,” by W. A. Layman, The Annalist, August 25, 1933, p. 243. 
2 In lieu of depreciation this company will set aside not less than $300,000 per year for 


renewal of equipment. 


Nowadays a direct revaluation, to an increasing extent, is being used 
instead of bankruptcy to correct maladjustments in cost and price. The 
use of this method is facilitated by a recent amendment’? to the National 
Bankruptcy act of 1898, which permits a financially distressed corporation 
to reorganize with the consent of a majority of its creditors, under guidance 
of the courts, without the necessity of bankruptcy or receivership proceed: 
ings. On June 7, 1935, the new amendment (77-B) had been effective 
for one year; and during this period 1,171 corporations applied for te 
organization under its provisions." 

A lack of correspondence in price and cost may also be occasioned by 
a continuance of price above cost. In this case, a revaluation of assets up- 
wards works directly to restate costs on fixed assets and thus to bring about 
an identity. Although some difference of opinion exists on the proper way 
of handling depreciation on assets that have been revalued upwards, the 


recognized view is that “depreciation based on appreciated values should 
be charged in total against ope rations and so be entirely recovered from 
* Section 77-B. (73rd Congress, Session II, Chap. 424, June 7, 1934.) 


™ Dun and Bradstreet, “Bankruptcy Act Relief Applications,” July 22, 1935. 
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rapie 1]—Corporations IN THE Unitrep States Repucine CaprraizatTion 1929-1934! 


Quarterly periods Pesan Total 
pk 2, 1929-March 27, 1929........... 12 
March 28, 1929-June 27, 1929. Pane 21 
i ne 28, 1929- September 26, 1929. pia 16 
January 1, 1930-March 27, 1930........... 23 
M rch 28, 1930-June 26, 1930... 17 
jr 7, 1930-September 26, 1930. aes 9 
( 27, 1930-December 24 73 
: January 2, 1931-March 28, 1931........... 64 
March 30, 1931-June 26, 1931. 64 
June 27, 1931- September 28, 1931... 33 
September 29, 1931-December 31, 1931... 79 240 
january 1, 1932—March 29, 1932...... 94 
March 30, 1932-June 28, 1932. ee 109 
June 29, 1932 September 28, 1932. 65 
| September 29, 1932-December 29, 1932. . 56 324 
ember 30, 1932—March 29, 1933........ 83 
ch 30, 1933-June 28, 1933. 61 
B June 29, 1933- September 28, 1933........ 15 
4 September 29, 1933-December 28, 1933... 26 185 
December 29, 1933—March 29, 1934......... 15 
March 30, 1934-June 28, 1934....... ane 26 
» 29, 1934 September 27, 1934... 11 
tem her 28, 1934— December 28, 1934. 11 63 
TOTAL. 949 


1 Compiled from the cumulatives of Poor’s Daily Financial News through the courtesy of 
Mr. A. J. T. Woll, vice-president, Poor’s Publishing Company. 
customers through the sales income.’’? This practice is logical for otherwise 
the depreciation reserves would not equal the cost of needed replacements 
in the current higher cost period. Moreover, if the higher replacement costs 
are not recognized, the excessive earnings based on historical cost figures 
may cause misconceptions to arise regarding the causes of such profits. 
Higher valuations also necessitate added insurance protection and the in- 
creased insurance costs are a further factor in restoring the identity be- 
tween price and cost. 

During the period 1923-1929, which was marked by rising industrial 
profits, a marked expansion of plant facilities, mergers, and widespread 
refinancing, the revaluation of assets upwards was a common practice in 
industry and the public utility field.** Such revaluations usually resulted 


* Roy B. Kester, op. cit., P. 536. See also W. A. Paton, op. cit., pp. 749-750. 
“See Warren W. Nissley, “Effects of Recent Events on Financial Statements,” Journal 
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from acquisition costs greater than balance sheet values, arbitrary write-ups 
based upon expected or actual monopoly profits, a restatement of assets 
on the basis of reproduction costs or present value, and the acquisition of 
assets at bargain or liquidation prices. 

Summarizing be said that in addition to the technological ad. 
justment, which is generally observed to effect the identity of price and 
cost, there is a | and equally important adjustment which may by 
called the financial adjustment. This adjustment operates to bring fixed 
asset valuations in | with replacement costs or current earnings, and 
also to readjust depts tion charges, insurance costs, etc., to bring total 
per unit costs in | vith price. Although the two adjustments have been 
separately analyzed, they may, and often do, operate at the same time 
Such dynamic fot the establishment or breakdown of monopolistic 
price-fixing; change tariffs, demand, and sources of supply; new in- 
ventions, etc., may ision an increase or an abandonment in productive 
facilities, as well as a revaluation upwards or downwards. Each of the two 
adjustments, however, has a distinct and independent part to play in bring. 
ing about the identity of price and cost: the technological adjustment 
controlling the usé transferable agents, having an alternative use; and 
the financial adjustment operating to correct maladjustments occasioned 
by changes in the | level, or by market changes for the products of 
specialized, durable, productive agents whose use is little influenced by 
alternative employments or substitute facilities. 


VERNON A. Munp 
University of V 


of Accountancy, Ap For the Federal Trade Commission’s summary of 
write-ups included in cay selected public utility companies, see the New York 
Times, February 5, 
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THE DISPLACEMENT OF WORKERS, 45-64 YEARS OF AGE 


On the basis of legislation recently enacted, workers 65 years of age and over, will in the 
« be able to retire from industry with some assurance that the means of an inde- 


pende it livelihood will not at the same time be cut off for them. But, with the many 


echt hnical changes that have occurred since the war and, particularly, with the recent 
inkage in trade as a result of the depression, a good deal of anxiety has been felt for 
se under 65 years of age, on down into the middle 40's, in the belief that in the 
ch for economies, employers got rid of their older workers first. A study of some 
59 male workers on relief during 1933, on the contrary, shows that in the most difficult 
imes, such as the industries, generally, experienced since 1929, it was the younger 
not the older workers who were sacrificed. The older workers were apparently retained 


for ke y positions. 


Barring adverse action in the courts, workers 65 years of age and over 


are in a fair way of being able, on the basis of legislation recently enacted, 
§ to retire from industry in a manner becoming a lifetime spent in keeping 


that industry going. But industry has no regard for conventional limits. 
There is evidence on all hands that workers are forced from their positions 


| long before they reach 65 years of age. How long and to what extent is 


a matter of speculation. Considering the male population alone, the per- 


» centage gainfully employed on the basis of age, was, according to the 1930 


census, 70.7 of those 18 and 19 years of age representing what may be 


F considered the youngest group of occupational interest, and 97.7 of those 
| 35 to 39 years of age representing what may be considered the most com- 


petent of the occupational groups. Beginning with 40 to 44 years, a decline 
set in, until the percentage dropped to 86.8 for the group 60 to 64 years 
of age. In the current depression this evidence, combined with personal 
observations, created the feeling, even in better informed circles, that the 


| employers, in search of economies, were sacrificing the older workers. The 


popular reaction was a stampede in the direction of old-age pensions. 

An interesting bit of evidence on this point has come to the surface in 
the course of a study of the occupational characteristics of workers on relief 
in Portland, Oregon. The distribution of the gainfully employed male 
workers in the city, as indicated in Table I, corresponds rather well with 


the distribution for the United States as a whole. Such slight differences 


as occur, occur only between the youngest and the oldest age groups. The 
total male population 18 to 64 years of age gainfully employed in the city 
was 97,673 in 1930. The study referred to covered only 6,959 male workers 
on relief in 1933. But the adequacy of the smaller number to represent the 
larger is indicated by the likenesses of the parts on splitting the census 
igure and the sample figure into what, in industry, are usually considered 
young and old workers, that is to say, those 18 to 44 years of age and those 
‘5 to 64 years of age. On the census basis those 18 to 44 years of age 
constituted 65.7 per cent of the total and those 45 to 64 years of age con- 
stituted 34.3 per cent of the total. On the sample basis the corresponding 
ligures were 65.1 per cent and 34.9 per cent. 
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TaBLe I.—PERCENTAGES 
AGE IN PorTLAND, OREGON, AND THE UNITED STATES 


E. B. Mittelman 
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or THE GarnruLLy Occuprep MALe PopuLation accorping 


Age Portland United States 
18 and 19 years. . 65.1 70.7 
20 to 24 years... 87.7 89.9 
25 to 29 years... 97.3 97.0 
30 to 34 years. . 97.8 97.6 
35 to 39 years.... 98.1 97.7 
40 to 44 years... 98.2 97.6 
45 to 49 years.... 98.3 97.2 
50 to 54 years. . 97.0 95.7 
55 to 59 years. . 94.6 93.0 
60 to 64 years 89.3 86.8 


In the occupational study one question asked was the date of termination 
of the regular job. The regular job was a job that was held a year and a half 
terminating any time between 1927 and 1933. Table II gives the results 
for all industries combined, for building, for lumber and for retail trade 
on the basis of the broad divisions usually considered young and old workers 
in industry. With two lapses in building in 1928 and 1932, years sufficiently 
apart to represent clearly the business situation before and after 1929, and 
one in 1930, a year somewhat transitional between the two, the relative 
displacement was uniformly higher for older workers before the depressicn 
than for younger workers, and uniformly lower after the effects of the 
depression had had time to register. The distortion in the building industry 


TaB_e DispLACEMENT OF MALE WorKERS BETWEEN 1927 anp 1933 1n Au 
MBER, AND RETAIL TRADE, ACCORDING TO AGE (1929= 100) 


InpustTRIEs, Lt 


| 


| +4 1928 1929 1930 1931 1932 1933 

All industries 
All ages. .. 37.3 57.1 100.0 136.7 148.6 97.8} 148.1 
18-44 | 33.5 55.7 100.0 130.8 148.7 103.5 | 153.3 
45--64 | 44.7 59.9 100.0 148.0 148.3 86.9 | 138.0 


Building | 
All ages.......... | 34.9 | 54.4 | 100.0] 126.0] 122.5] 73.4] 182.2 
18-44 28.3 | 54.5 | 100.0] 101.0] 125.3] 73.7] 188.9 
45-64. 4.3 | 54.3 | 100.0] 161.4] 118.6] 78.0| 172.9 


All ages. . 42.0 62.6 100.0 | 127.0 92.5 46.0 52.9 
18-44 40.4 60.6 100.0 137.2 100.0 51.1 70.2 
3.8 115.0 2.5 


Retail trade 
All ages. ... 

18-44. 

45-64. 
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is probably due to the practice of building up and tearing down crews with 
each job and to the considerable shifting that goes on between them. 

To be sure, 45 to 64 years of age is a long stretch. But a minuter division 
does not alter the matter. Table III gives the relative displacement in all 
industries of workers 18 to 44 years of age, 45 to 54, and 55 to 64. Even in 
this combination the oldest workers, excepting 1930 in relation to the 
youngest workers, lost their jobs in relatively larger numbers before the 
; depression and relatively smaller numbers after the depression. The workers 
| in the intermediate group in relation to the younger group maintained the 
B® same relationship, except in 1930 and 1931. 


Taste DispLaceEMENT OF Mate WorkKERS BETWEEN 1927 anv 1933 1n ALL 
InpustRIEs, AccorDING To AGE (1929= 100) 


1927 1928 1929 1930 1931 1932 1933 


136.7 148.6 97.8 148.1 
3.5 ° : 130.8 148.7 103.5 153.3 
40.7 148.6 151.4 87.4 143.5 
52.2 147.0 142.6 86.1 127.8 


' Considering that the sample was made up of workers on relief and, 
F therefore, probably of workers on the exposed fringes of industry when 
at work rather than in its sheltered parts, the results under-estimate rather 
» than over-estimate the position of older workers in the depression. It would 
' seem that during activity and perhaps during the first shocks of the depres- 
sion, although that is not certain, the older workers without differential 
advantage were made to go, but as the depression deepened the younger men 
were turned out and the older were kept, presumably in key positions. 
E. B. MITTELMAN 
University of Oregon 
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SHALL WE TAX CORPORATIONS OR BUSINESS? 


Corporations were first taxed as a means of retaliation for presumed public exploitatio, 
Such taxation has been continued on the basis of expediency rather than justice. Tax q 
corporation or business cannot be defended on basis of ability since ability is a subjective cop. 
cept and applies only to persons. Tax on business can be defended on the basis of the cont; 
bution of society to the success of business, whether it be individual, partnership, or corpor, 
tion. The levy should be a progressive rate upon the surplus above a fair return upon th 
individual's expenditure of energy or savings. Individuals, as such, should be taxed in ad; 
tion to this. Such a business tax would aid as a business stabilizer. 


It is easy to understand why the corporation was singled out from othe 
types of business as a special base for taxation. In the first place thos 
businesses which appeared to be especial exploiters of the public, the publi 
service enterprises, were the outstanding examples of the corporate form 
of organization. To retaliate, the public seized upon the most easily availabk 
weapon, which was taxation. At first, subsidies from tax exemption wer 
abolished and the regular taxes imposed; these proved inadequate and 
gradually special types of taxes were evolved. It was really a case in whic 
the larger group of corporations was included in a plan of taxation de 
signed to reach a particular class. 

A second reason for the taxation of corporations as distinct from othe 
types of business is that of administrative expediency. Here is a defirite 
form of business, legally created, and a matter of public record. It is built 
around shares of stock which have provided an easy base upon which t 
levy taxes. Administrative expediency, then, has played a considerable pat 
in the continuation of taxes upon corporations which are not applicable t 
other forms of business. 

In my Outlines of Public Finance, published in 1926, I closed my discus 
sion of the taxation of corporations as follows: 


In their taxation of corporations both the federal government and that of many 
of the states have greatly increased the levy in recent years. The tax has me 
popular approval and has been productive of much revenue. The question has 
seldom been asked, however, whether the tax burden upon corporations has not 
been extended beyond the point where justification for it can be found. This 
justification, it must be noted, must lie in the additional ability which arise 
through the corporate form of organization. It does not follow, however, thi 
this form of organization, per se, possesses the ability to meet all the taxes levied 
upon it by the states and the federal government, and from which other forms 
of business organizations are exempt. If it be decided that the business unit is ¢ 
good and just base for a tax, then no discrimination should be made between 
corporations, partnerships, individuals, or other forms of business. An earnings 
tax, such as that levied by the federal government, might be used to take cart 
of this. 

In addition to the general tax on business, the additional ability inherent 10 
the corporate franchise should be levied upon. Perhaps an annual sliding scale 
payment on the basis of stocks and bonds would take care of this as well as any 
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other. If such payment were to be made annually, and if the continued existence 
of the corporation depended upon it, all defunct corporations would automatically 
cease to be continued upon the records of the state. Whatever the form of taxation 
used, it should be remembered that the resources of a corporation are not un- 
limited, and that no heavier taxes should be imposed than can be depended upon 
under principles of justice. 

As yet little has actually been accomplished in extending taxes now ap- 
plicable to corporations to other types of business, although recently there 
is evidence that such a proposal is receiving more favorable consideration. 
In the “Second Report on a Plan of a Model System of State and Local 
Taxation,’ presented at the National Tax Conference held at Phoenix, 
Arizona, in 1933, the Committee definitely recommended business taxa- 
tion rather than corporation taxation. Its position, with one of its reasons, 

may be taken from the following quotation from the report.’ 


The Committee is obliged to insist that, if such a tax is levied, it should be 
Hlevied equally upon all concerns carrying on business within the state, under 
© whatever form of organization it is conducted, since this is the only manner by 
which unfair burdens upon interstate business can be avoided. But we see no 
reason why every state ought, from the nature of the case, to impose a business 
© tax; and content ourselves with recommending a business tax which we believe 
® to be the best that can be devised. States which believe that business is adequately 
taxed under the operation of a tax on tangible property and a personal income 
tax which contains no elements of business taxation, may well decide not to 
® impose a business tax. 

It appears that those who have given the matter considerable thought 
S agree that the corporation should not be taxed in a manner dissimilar to 
F that used upon other forms of business. If a net income base is used, as 
}suggested by the Committee, then, if any additional capacity to pay taxes 

be found in the corporate form of organization, it will automatically be 
) reached through the tax. Leaders of tax reform in the State of New York 
have been active in the effort to abolish the tax discrimination against 
corporations; and recent legislation makes all business subject to taxation, 
| 0 matter what the form of organization. 

We frequently see and hear references to the ability of corporations to 
pay taxes. More and more states are imposing the same progressive rates 
upon the income of corporations that they impose upon personal incomes. 
The entire argument for progressive rates, from the standpoint of justice, 
is that ability to pay is thereby more accurately measured. But how can this 
apply to corporations or any other type of im rem taxation? Ability to pay 
is a subjective concept and has to do with personal feelings, sacrifices, 
utilities, etc., none of which can have any application to a corporation, a 
business as such, or any other inanimate thing. 

A hypothetical illustration will show that the concept of ability to pay 


" Proceedings of the National Tax Association, 1933, p. 401. 
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cannot be applied to a corporation. Here are two corporations, one with ; 
net income of $100,000 and the other with a net income of $25,000. } 
income represents ability, then the one has four times the ability of the 
other, or, if we accept the theory of progressive rates, more than four time 
the ability. But here we are not dealing with individuals with subjective 
reactions. When we begin to consider the interest of such individuals jp 
the matter, the picture may change completely. For example, let us assume 
100 shareholders of equal amount in the corporation with $100,000 income 
and but 5 shareholders in the other. In the first case, then, each individual 
owner has a claim to but $1,000 of the income of the corporation while in 
the other case each owner has claim to $5,000. Instead, then, of the larger 
income representing a larger ability to pay, it in fact represents a smaller 
one when the effect upon the individuals concerned is taken into consider. 
tion. 

Obviously, then, the taxation of corporations or of any other businesses 
cannot be supported on their ability to pay taxes; such can only apply when 
a natural person is involved. If there is justification for the taxation of 
business it must be upon some other ground. Argument, of course, can b 
based upon expediency and productivity, but neither of these can be given 
much credence when questions of right and fairness are involved. Certainly 
there should be reasoning of a more substantial nature. 


An argument for many different kinds of taxes has been built around 
the idea of payment for benefit; and there is no better argument for payment 
by an individual to government than to show that he has received a 


measurable benefit in return. Such is the measurement for payment in the 
use of the so-called special assessment for paving streets, building side 
walks, sewers, lighting systems, etc. 

It was this idea of benefit around which Henry George constructed his 
theory of the single tax. The value of land, he contended, is a socially 
created value. It is only because society demands the products of land toa 
sufficient extent that other than the most productive areas are ever brought 
into use. When this occurs those who happen to have title to the better 
sites reap the return of this socially created value. 

In this reasoning, of course, George was correct. His error occurred in 
his conclusion to appropriate all economic rent to government as the single 
tax. What he apparently failed to recognize was that society is pretty much 
of a partner in the creation of all values. Robinson Crusoe would have been 
rather unsuccessful as a dentist, a teacher, a baker, a grocer, a wholesaler, 
a retailer, or a manufacturer. He lacked the support and aid which must 
come from society to make any business a success. 

Since, then, the codperation of society is essential to the success of any 
and every business enterprise, whether it be a corporation, partnership ot 
individual entrepreneur, it seems but the part of fairness that business 
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should make some payment to society in return for the part it has played. 
Here is a logical basis for a tax upon business of whatever nature with no 
consideration of ability. It is a guid pro quo payment to society for benefits 
received. Any taxes upon persons, as such, must be in addition to this; 
and here ability to pay should be given primary consideration. 

It is of course impossible accurately to measure the contribution of society 
Sto the success of each business enterprise. A feeling is being expressed in 
many quarters, however, that society has received a share too small, or to 
put it the other way round that business has retained too large a share of 
the social income. It is this feeling which has popularized Senator Long's 
“share the wealth” program, and which has been the basis for President 
Roosevelt’s demand for heavier taxation of incomes and estates. 

In no case should governmental units levy taxes to a degree which will 
| permit them to engage in activities prejudicial to the interests of the social 
} group or to perform functions which individuals could secure more eco- 
© nomically and efficiently as individual enterprises. In other words, the 
maximum of taxation should be the funds needed for the justifiable ex- 
penditures of government. In the levy of such taxes, however, it is useless 
) to attempt to ignore their economic consequences, for a tax levied for what- 
ever purpose, whether purely for revenue or purely for regulation, cannot 
| but have economic consequences. If it be desirable to bring about economic 
| change and the tax system can be used as a tool to this end, so much the 
better. If revenue for the legitimate functions of government can be secured 
) through the same device through which other desirable results are accom- 
) plished, we have gained by such coérdination. 
| The suggestion to take a part of the socially created value in taxes not 
F only can be defended as a base for taxation, but can be used to accomplish 
| whatever “redistribution” of wealth may be deemed desirable. To lock the 
| stable before the horse is stolen is a better policy than to lock it afterward. 
| So it may be a better policy to prevent the accumulation of large fortunes, 
| granted that such accumulation is undesirable, than to attempt to break 
them up once they have been accumulated. The rates used in a business tax 
§ plus those used in a personal income tax could accomplish this to any 

desired degree. 

To separate that part of the return to any business enterprise which can 
be attributed to individual initiative from that part which can be attributed 
to the contribution of society is obviously impossible. To administer a tax 
| levied upon business, based upon the contribution of society to it, would 
| doubtless result in many arbitrary decisions. But this is necessarily true in 
the levy of most taxes, both because of the inability to measure many factors 
; involved and because of the desire for economy and efficiency in administra- 
tion. The rates, exemptions, and provisions for earned as against unearned 

incomes in the federal income-tax structure are sufficient proof of this. 
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To say that arbitrary decisions are necessary need not, then, hopeless) 
condemn the use of a tax base. It may be an arbitrary decision to say, ig 
considering the returns to a business enterprise, that the individual should 


accredited primary responsibility while that to society should be secondary 
Certainly it can be seen that he has expended personal energy and generally 
funds, either of his own saving or of the savings of others which have 
been entrusted to him. Perhaps, then, it would not be a decision of to 
arbitrary a nature to suggest a return to individual initiative and investment 
before anything is returned to society in the form of a tax. Let us say t 
each individual engaged in any type of business—private enterprise or pro 
fession, partnership or corporation—that we shall consider his service 
worth $5,000 (or some other amount) a year; and this will be subject to 


no business tax. As th 1ount increases above this sum, however, we shall 
consider that society has played an increasingly important part and payment 


therefore will be exacted at progressive rates as the amount received be. 
comes larger. Thus, receipts from $5,000 to $10,000 might be taxed 5 pe 
cent; from $10,000 to $20,000, 10 per cent; etc. 

In a similar manner the net income of business which does not attach 
itself to individuals can be handled. Here again it may be arbitrary, but we 


may decide that individuals who have put their savings into business are 
more entitled to a return on them than is society. Let us conclude, then, that 
a return of 10 per cent (or some other amount) will be allowed upon the 


investment before any tax is levied to reimburse society. When more tha 
this is earned, however, society will be considered as increasingly respon: 
sible, and will exact payment at progressive rates as the percentage of ear- 


ings increases. Thus, earnings of from 10 to 15 per cent might be taxed 
10 per cent; those from 15 to 20 per cent, at a rate of 20 per cent, and so on. 


Such is the proposal for a ge neral business tax. It does not tax the small 
personal or capital return, but takes an increasing share of that surplus 
return which individuals who invested either energy or funds had little 


hope or right to receive. From the standpoint of justice, it has much more 
to commend it than the present plan of a proportionate rate, or even mort 
a progressive rate, upon the entire net income of corporations or even bus: 
ness in general. Further arbitrary exemptions than those suggested could 
always be provided to prevent any possible clogging of administrative 
machinery or to continue the collection of a tax, the administrative cost ot 
which is too high. 

Business taxation, it is seen, under this proposal, gives no consideration 
to individuals, as swch. If they are to be taxed, and undoubtedly they should 
be taxed, then they must be taxed upon their individual incomes from ser 
ices, from investments or from whatever source derived. The principle to 
govern here will be the determination of what each individual, on the basis 
of his income and other conditions, should be expected to pay in taxes. 
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One other observation may be pertinent. A great deal is said and written 
about the detrimental effects of taxation upon business. Tax committees 
© of business men are constantly at work to devise suggestions for taxation so 
that business will escape the effects as much as possible. A large part of 
state and local revenues now arises from property and sales taxes and falls 
S with greatest severity upon the mass of individuals in the small income 
group. It is not too much to suggest that if the tax burden upon this mass 
had been less they would have used a large part of such funds in the pur- 
Ichase of goods. Perhaps it is not out of place to suggest, then, that these 
tax committees give some attention to the possibility of an increased market 
for goods by a lessened tax upon consumers; also to the possibility, through 
2 tax upon surplus earnings, of a check upon undesirable over-expansion 
Hof productive capacity; and to the possibility, furthermore, that through 
S both of these there will result an aid to the maintenance of a balance be- 
s tween productive capacity and the consumers’ ability to purchase the goods 
which are produced. 
MERLIN H. HUNTER 
University of Illinois 
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COMMUNICATIONS 


Labor Banks in the United States 


Information regarding the status of labor banks in the United States, base 
upon correspondence with the banks themselves and upon data obtained fron 
the Department of Labor and the Industrial Relations Section at Princetop 
University, reveals the following facts as of December 1, 1935. 

Numerically speaking, the labor-bank movement reached its peak in 1925 
with a total of 36 of these banks in operation in the United States. By 1931 
this figure had been cut to 7, and no new labor banks have been organized sinc 
that date. Three of those 7 banks are now in process of liquidation. The 4 
surviving institutions are: the Amalgamated Trust and Savings Bank of Chicago 
and the Amalgamated Bank of New York City (both sponsored by the Amal 
gamated Clothing Workers of America) ; the Union National Bank at Newak 
New Jersey (sponsored by various unions, mainly in the building trades) ; and 
the Telegraphers’ National Bank at St. Louis, Missouri. 

WALTER E. Spanr 

New York University 


Fallacies of “‘Social Credit’: Reply 


The writer is of the opinion that most economists are agreed that a modem 
commercial banking system can create “means of payment.” Recently there 
have appeared several articles by Mr. Harvey S. Chase, a certified public «. 
countant, the contents of which appear to show that Mr. Chase does not believe 
that banks create ‘means of payment.” 

The brief comments which are to follow will be based chiefly upon Mr. Chase’ 
communication appearing in the American Economic Review of December, 1935, 
“Fallacies of ‘Social Credit’.”” What will be said is in no way a defense of “Social 
Credit’’ but rather a critical analysis of the principal thesis of the communication— 
namely, that banks do not create “means of payment.” 

There are times when it would seem that Mr. Chase’s criticism is principally 
one of terminology. For example, he states in his privately printed leaflet, “Bank 
Deposits versus Money’’: “If, however, the preponderance of usage is to deter 
mine finally that all money-substitutes are to be included in ‘money’ on the theory 
that the word means ‘a generally accepted means of payment’ (which is : 
juristical interpretation, not an economic one) then the contention that banks 
increase the supply of money (not create it) may be accepted. The ‘creation 
from nothing’ theory is as far wrong as ever, for the banks do not create, the 
merely exchange various forms of wealth not generally spendable in other form 


1 The ones with which the writer is familiar are: “Social Credit—A Study of the New 
Economics,” Bankers’ Magazine, June, 1935; “Are Bank Deposits Money?” Banter 
Magazine, September, 1935 Money and Bank Deposits,” Journal of Accountancy, Ja- 
uary, 1936 (in this article Mr. Chase emphasizes the point that bank deposits are no! 
“means of payment,” but that the liquid assets are the “means of payment” and that bank 
deposits are merely ‘‘records of debt”); “Fallacies of ‘Social Credit’, American Economit 
Review, December, 1935; and “Bank Deposits versus Money,” a privately printed folder 
prepared especially for, and circulated by, Mr. Chase at the session on banking at the 
annual meeting of the American Economic Association, New York, December, 1935 
(Most of this latter leaflet is made up of quotations from Von Mises’s recent book, T/ 
Theory of Money and Credit 
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which are spendable.”” This would seem to indicate that Mr. Chase merely objects 
o calling bank deposits “money.” In other places, however, the point of differ- 
ence seems to be more than mere terminology. 

Mr. Chase is especially critical of the assertion that creation of bank deposits 

© may result from the purchasing of securities by the banks. He summarizes his 
nosition as follows (from the communication in the American Economic Re- 
fi w): “No money has been gained. None has been lost. No deposits (bank 
debts) have been permanently increased in total.” 

And then, with reference to money creation as a result of banks’ granting loans, 
he states: 

The banker takes (buys) the customer’s note but does not pay for it in cash 
at once. Instead, the banker enters this debt as a “deposit” and agrees to honor 
the checks of the customer as they appear. This the banker must do and he must 
pay for every one of these checks out of the bank’s cash assets. If some of these 
checks are “cashed,” the bank plainly pays out currency over the counter and 
thereby reduces its cash assets. This is evident. If the checks come in to Bank 
} (A) from other banksB,” “C,” etc., the bank pays for them just the same, 
through the reduction of the bank’s credits with the other banks, or with the 
© central bank. 
| ‘When all the customer’s checks have been honored by Bank (A), the cus- 
» tomer’s note has then been fully paid for and the bank owns it free and clear. 
| ‘The total reductions of the bank’s cash assets are exactly equal to the value 
© of the note. There has been no gain of assets for the bank; no “creation of 
» money”; no magic strokes of the banker’s pen. An earning asset (the note) has 
5 been bought by the bank and paid for out of its accumulated cash assets.” (Final 
italics mine.) 

In the writer’s opinion, this analysis hopelessly confuses the basic conception of 
» a modern commercial banking system—namely, that one must distinguish between 
' the total net results of the functioning of the entire banking system and what 
F would be true of an individual bank acting independently of the other banks 
® of the system. Again the writer would like to say that especially since Dean 
® Chester A. Phillips’s book on bank credit appeared in 1920 economists in gen- 
© cral are fully aware of this distinction. (Mr. Chase refers to this book in another 
© connection in one of his articles.) It seems unnecessary to review Professor Phil- 
» lips's (and others’) analysis here. Would it not be sufficient to point out that the 
F deposits of commercial banks at the present time total approximately 
» $35,000,000,000 while the cash held by those same banks totals less than 
© $3,000,000,000 and that there is less than $6,000,000,000 of cash in existence 
F in this country? Perhaps one should not say that banks “‘create’’ bank deposits, 

B but it is necessary to admit that bank deposits are “increased” by an expansion 
| of loans and the purchases of securities by our commercial banks. 

The crowning mistake in Mr. Chase’s analysis would seem to be found in 
the last sentence of the above quotation. If it is true that for the entire banking 
| system loans are limited to the extent of the “accumulated cash assets” of the 

commercial banks, then we should expect to find that loans and discounts would 
} st no time exceed the total volume of cash. 

_ If it is true that Mr. Chase merely wants to call our attention to the fact that 

there are bona fide assets (loans and investments) which represent indirectly 
| the deposits set up on the liability side of the balance sheet, then his contribution 

‘oes not seem to be either startling or original. He repeatedly states that more 
| «mphasis should be placed on the assets of the bank and less upon the bank’s 
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liabilities. To be sure, both the assets and the liabilities are important, and jt 
would be difficult to say which are more important. 

A large part of the growth in the volume of bank deposits during 1934-1935 
clearly has resulted from an increase in bank investments, principally governmen; 
bonds. Loans could not have been responsible for this increase, for they have 
continued to decline although only slightly. Very simply stated, this proces 
is: The banks have purchased the bonds either directly or indirectly from the 
government, have given the government deposits for them, and the government 
in turn has written checks on these deposits in favor of corporations and individ. 
uals, who have, in the main, deposited these checks in the banks. Here again 


bank deposits have increa ed as a result of the banks’ purchasing securities, To 
say that in this case the banks have sncrea sed deposits but not created them woul 
seem to be a distinction without a difference. The fact remains that there are 


more deposits now in existence as a result of this process. It may be unfortunate 
that some have said that bankers create money “by the stroke of the pen” or 
“out of nothing,” since these expressions connote sleight of hand or mystical 
performances. 

The distinction between money in its more strict sense and bank deposits 
becomes more and more academic as we use greater ay Borge of checks in 
our financial transactions. There are cogent arguments on both sides. Mr. Chase 
quotes at length from Von Mises’s new book The Theory of Money and Credit 
in an attempt to distinguish between money and bank deposits. He admits zt 
one point, however (quotation above), that it is a matter of terminology. 

The problem may appear simpler if we look at it from the side of destroying 
rather than creating ‘means of payment.” Deposits of all commercial banks in 
December, 1928, totalled $48,000,000,000 while in June, 1933, the deposits 
of these banks had fallen to $28,000,000,000. This of course, was due to the 
contraction of loans during the period when business activity was declining 
rapidly. Surely one cannot contest that this reduction in bank deposits destroyed 
means of payment. 

Lewis A. FROMAN 

University of Buffal 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


Increasing Return. By G. T. JONEs. Edited by COLIN CLARK. (Cambridge, 
England: Cambridge Univ. Press. 1933. Pp. xvi, 256.) 

“If, time being allowed for appropriate reorganization, an increase in 
the size of an industry causes a fall in the average real costs (measured 
in resources and including the use of land) per physical unit of product, 
the industry is subject to increasing returns .. .” (p. 24). Thus Jones 
defines the subject of his book. The discussion leading to this definition 
does not fail to consider the many variable and, at present, immeasurable 
factors which affect the result of the principle. Increasing return in the 
economic sense is a part of the whole question of social progress, the direct 
measurement and evaluation of which is, at present, an impossibility (cf. 
p. 1). The student of economics, however, is more fortunate in this respect 
than some of his colleagues because money does provide a type of measure, 
though to be sure, due to differences in its subjective value arising out of 
changes in its distribution, and in its efficiency as a medium of exchange, it 
isa peculiarly hazardous measure of social progress and economic welfare. 
Industry too, with its expansion over the last century and the attendant 
| economies and diseconomies, and competition, has received careful theo- 
retical treatment. 

It is with great care and faithful attention to its constituent parts that 
Jones gives theoretical treatment to his problem. He has leaned heavily in 
this section on Marshall and has at the same time been cognizant of related 
problems raised by Jevons, Edgeworth, A. A. Young, Sraffa, and Chamber- 


lin. 


In order to test his theoretical hypotheses, which constitute the latter 
and largest part of the book, Jones attempts to develop a method for 
estimating “the strength of the tendency to increasing return” in five 
industries during the half century before the World War. He depends 
upon indexes which he has constructed to show the relationship between 
the corrected selling prices of the commodities of the five chosen industries 
and the changes in the physical values of production as a measure of real 
costs of the resources per unit of product. (All these indexes are published 
in the appendix.) In a section of a dozen pages, the indexes with correc- 
| tions and weighing factors are developed mathematically. 

The problems involved in the selection of adequate series for indexes 
and in their separate treatments are not overlooked. They are thoroughly 
described and discussed in the sections which deal with the different indus- 
tries. This is probably the most questionable part of the whole development. 
_ Jones then employs the methods which have been theoretically developed 
or the description of the following five industries: 
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The London Building Industry, 1845-1913; 

The Lancashire Cotton Industry, 1845-1920; 

The Cleveland (England) Pig Iron Industry, 1883-1925; 
The Massachusetts Cotton Industry, 1845-1920; 

The American Pig Iron Industry, 1883-1925. 


index numbers are to be trusted, Jones points out that increasing 
efficiency in at least three basic British industries as measured by “quantity 
of resources consumed per unit of product” had spent itself by the end of 
the nineteenth century. Real costs during the first decade of the twentieth 
century remained almost constant. As a result the per capita real income 
of the United Kingdom showed no increase between 1900 and 19}3 
although it had increased steadily during the previous century. This latter 
conclusion may be controversial but it gives basis for raising a question as 
to whether the United States, though lagging behind England, may be 
approaching the same situation. 

It is to be greatly regretted that a man whose work carries as much 
promise as this volume should have died so young. It is to be hoped that 
others will go on with this type of analysis, to correct or modify the method, 
to broaden the scope of the work, and to revise and improve the conclusions. 

LESTER S. KELLOGG 

Ohio State Unive 


Teoretisk Socialekonomi. By GUSTAV CASSEL. (Stockholm: Kooperativ: 


Forbundets Bokforlag. 1934. Pp. 650. 15 kr.) 

Teoretisk Socialekonomi is the first Swedish edition of Dr. Cassel’s 
German publication, Theoretische Socialoekonomie, which appeared in 
1918. Although the latter has been printed in five different editions, the 
author delayed the present Swedish publication until his retirement from 
academic duties as professor of political economy at the University of 
Stockholm, where he has served since 1904. We now have available, there- 
fore, not only a volume whose material has been frequently reconsidered 
but also one which brings within its scope present-day socio-economic 
problems. 

Book I, of four chapters (148 pages), discusses economy in general, 
exchange economy, the “economic principle” in exchange, and the mech 
anism of pricing. Book II, of four chapters (174 pages), treats interest 
rent, and wages. Book III, of four chapters (142 pages), furnishes an 
analysis of the monetary system from the viewpoint of its evolution, bank 
currency, the value of money, and international payments. Book IV, 0! 
seven chapters (96 pages), develops what Dr. Cassel terms “the influence 
of conjunctures’”’ (konjunkturerna) on production, on labor, on prices, 01 
income, and on the capital market. Finally, Book V, of two chapters (62 
pages), deals with the mechanism and theory of international trade. 
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Few volumes on the fundamentals of economics are as comprehensive in 
scope, as penetrating in analysis, and as well-balanced in treatment as that 
which Professor Cassel offers us. It is the sort of theorizing which can come 
only from the pen of a mature social philosopher. More specifically, the 
contribution of Teoretisk Socialekonomi is twofold. 

In the first place, the interpretation and analysis of economic phenomena 
in terms of the monetary element are more fully and lucidly developed in 
this volume than in other treatises of this sort. This emphasis upon the 
monetary aspect of economic theory is to be found in Cassel’s proposition 
that modern economic life is an exchange economy. Also the basic fact 
must be recognized that in economic life everything is integrated and inter- 
dependent and nothing can be fully understood without viewing it in its 
entirety (pp. 5-6). A division of economic science is impossible and from 
the very beginning of the study of social economy it must be regarded as a 
“monetary economy” (p. 74). It follows from this reasoning that Professor 
Cassel treats the monetary aspect in every chapter of the book. This is 
Cassel’s philosophy which distinguishes his Teoretisk Socialekonomi from 
the usual textbooks on principles of economics where the treatment of the 
monetary aspect is quite sharply separated from other phases of the entire 
F subject and is dealt with under the title of “money, banking and exchange.” 

Secondly, the theory of “conjuncture-movement”’ (konjunkturrérelsernas 
igor’) is an addition to economic reasoning which has long been wanted. 
Dr. Cassel’s development of this theory (which originated and has been 
most fully expounded by the German economists) and his application of 
the influence of ‘‘conjunctures” to the whole range of our social economy 
are unique in publications of this sort. Cassel holds that of all the phenom- 
ena of conjuncture-movements it is the crisis per se which has attracted most 
ittention. Its dramatic element naturally draws public interest. Of this 
special treatment, Cassel is critical and adopts a different method of pro- 
p ccdure. “Crises are not to be studied as isolated phenomena but as an inter- 
dependent, integrated evolution in our national economy” (p. 495). 
Consequently the six chapters given to the subject matter deal respectively 
with the influence of conjunctures on production, on labor, on the material 
means of production, on the capital market, and on the “determining 
factors’ of conjunctures. 

It is clear that Professor Cassel may be attempting more than can be 
accomplished in a general work on economic principles. At least it may 
be said that he assumes a grasp of economic reasoning and power of 
synthesis on the part of his reader. His Teoretisk Socialekonomi is a book 
for the serious student. And Dr. Cassel is the last to try to popularize and 
simplify that which is inherently complex. In this day when books are 
“made to sell” we should applaud the writers who adhere to the search for 
truth and the pursuit of science. The thought expressed by Dr. Cassel in 
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the preface of his book is an inspiration and a creed for all who tead, 
in the field of the social sciences during these troubled times. Particular), 
true and forceful are his words: “For the present generation it is mor 
necessary than it has been in the past to create an exact economic scienc 


by which we can, with some certainty, judge the nature and causes of the 
crisis or at least to avoid being victimized by the quacksalve remedies which 
at the present time, are being spread throughout the world on such a 
enormous scale.”’ 
C. J. RATZLAFF 
Lafayette College 
Internationale Kapitalbewegungen. By RAGNAR NURKSE. Beitrige 


Konjunkturforschung of the Osterreichische Institut fiir Konjunktur. 
forschung, No. 8. (Vienna: Springer. 1935. Pp. x, 248. RM. 7.80.) 


The general character of this treatise on the theory—or rather theories— 
of international capital movements calls for two seemingly contradictory 
epithets: abstract and realistic. It is abstract—heroically abstract, to use 
Professor Taussig’s phrase—inasmuch as the countries whose trade rel:- 
tions and mutual capital movements it investigates are almost exclusivel; 
countries A and B, with C at times complicating matters; countries such 
as Great Britain, United States, France or Germany are mentioned only 
incidentally by way of illustrating points in the transactions between A 
and B, not for their own sake, nor for the purpose of ‘‘empirically verifying’ 
a piece of theory. Nevertheless the treatment is definitely and outstandingly 
realistic in the manner in which it constantly checks the assumptions under. 
lying the theory against actually prevailing or changing economic and 
political conditions, and in its consequent keen awareness of the metely 
hypothetical truth value of the conclusions reached. 

It begins with a discussion of the international mobility of capital and 
labor, reviewing the opinions of successive writers on the subject in the 
light of the shifting political and economic situation in the last century 
and a half. Special emphasis is given to Ohlin’s ideas in treating this problem 
of mobility or non-mobility within a country as of equal importance and 
significance as mobility between several countries; also to his theories of 
the correlation between movements of capital and of labor. 

After a comparatively brief exposition of the ‘mechanism of the transfer 
the author launches into the weightiest topic, the transfer problem, as such: 
the question as to whether, to make the transfer of capital possible, the 
prices in the capital exporting country must fall relative to those in the 
capital importing country, or whether and under what conditions the trans 
fer may take place without this change in the barter terms of trade between 
the two countries. As proponents of the ‘orthodox’ or “‘classical”’ theoty, 
he treats chiefly J. S. Mill, Taussig, and (with some reservations) J. M 
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Keynes; as representatives of the “‘modern’’ theory, primarily Ohlin, 
Haberler, and in certain of its phases, R. Wilson. This, of course, is a some- 
what simplified picture of the long and controversial development of the 
theory. However, in contrast to C. Iversen’s recent treatment of the subject, 
Mr. Nurkse’s concern is not so much with the historical-bibliographical 
aspects as with the merits of the arguments themselves. The conclusion 
reached (which seems to be rather widely held at present) is that the two 
views are not as irreconcilable as they appeared at first; that the “classical” 
result of the necessary change in the barter terms of trade in favor of the 
capital-importing country still stands as the “most probable’ consequence— 
ir better correlate—of the transfer, even though in the modern theory the 
suppositions are broadened greatly, allowing for such factors as the exist- 
ence of “inland goods,” the possibility of changes in the internal production 
scales, and their dependence on the degree of internal as well as interna- 
tional immobility of labor. 

Next the author turns to the discussion of some ideas more peculiarly 
his own in raising the question as to the relationships of cause and effects 
in international capital movements. This question, he points out, has been 
somewhat neglected by other authors obviously for this reason: the out- 
standing situation which gave rise to the recent interest in the problem 
of international capital movement was that of the payment of reparations 
after the World War; and since the “cause” of the transfer, in that case, 
was peculiarly beyond dispute the whole question found no consideration 
in the theory. Mr. Nurkse, on the other hand, inquires into the causes of 
apital movements which are not “tribute payments’’ but which are “profit 
oriented.”” His many-sided analysis leads him to the conclusion that capital 


| imports into a country may be caused by a rise in prices in that country 


(which, in turn, may be due to changes in production methods, or con- 
sumption habits, or saving habits, credit expansions, etc.), whereas the 
traditional theory regards rising prices as the effect of a capital import. 


| This leads him to assume a sceptical attitude toward the value of empirical 


verifications of the transfer theory. 
.. There thus results often the stark impossibility to decide empirically how a 


} given capital movement affects the barter terms of trade of a country. For in all 


cases where, as we saw, capital import goes hand in hand with improved ex- 


| change relations, and where—if one wants to speak of causality—this improve- 


ment is the cause of the capital import rather than vice versa, it is hardly 
possible to ascertain whether and in which direction the capital transfer as such 
has any independent influence on the exchange relation” (pp. 170-71). (Trans- 
lated by the reviewer.) 


In a further short chapter the influence of capital movements on the 


| business cycle is discussed. Although Mr. Nurkse professes to be, on the 


whole, opposed to far-reaching monetary explanations of the cycle, he yet 
admits that a sudden cessation of capital imports is always a strong factor 
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in inaugurating the downward trend; that in particular the last (or shal 
we say the present?) depression was spread and synchronized in its phases 
over so many countries largely through the sudden stoppage (in 1928) of 
the torrents of American capital which had flooded the world since th 
twenties, and which, in turn, had been brought forth by the vast post-war 
credit expansion in this country. The discussion of the origin, nature, and 
consequences of this credit expansion, though but sketchy, is the author 
only serious lapse from abstract theory. 
JOHN V. SPIELMANs 

Chicago, Illinois 


NEW BOOKS 


Ayres, L. P. The chief cause of this and other depressions. (Cleveland: Cleveland 
Trust Co. 1935. Pp. 52.) 
BELLINI, L. Saggio di una teoria generale della societa. Vol. Il. La dinamic, 
sociale. (Milan: Soc. Ed. “Vita e Pensiero.” 1934. Pp. xiii, 415. L.30.) 
This empirical, introspective essay upon the subjective and objective analysis 

and synthesis of dynamic sociology may possibly be of considerable interes 
to philosophical interpretations of societal behavior. But pragmatically inclined 
readers will object to the treatment of social dynamics with theological assump. 
tions as the standards of judgment. Moreover, complete disregard of economic, 
cultural and biological pressures, as the very foundations of social migrations, 
as well as societal conflicts, constitutes an invitation to severe criticism by 
those who insist upon the application of scientific method. The institution: 
analysis would probably have been improved by a recognition of the differences 
between economic and political viewpoints. Two portions of the essay are 
definitely commendable: the development of individual social relations (pp. 
277-309) and the idea of balance and proportionality in social structure 
(pp. 345-375) 
F. F. BurRTCHETT 


CassEL, G. On quantitative thinking in economics. (New York: Oxford Univ 
Press. 1935. Pp. vii, 181. $2.25.) 

DAVENPORT, H. J. The economics of Alfred Marshall. (Ithaca: Cornell Uni 
Press. 1935. Pp. 481. $4.) 

Dawson, C. A. and Gettys, W. E. An introduction to sociology. Rev. ed. (New 
York: Ronald. 1935. Pp. xvii, 870. $4.) 

EVANS, J. G., JR. Basic economics in a democratic society using a machine te- 
nology. Rev. ed. (Chapel Hill: Univ. of North Carolina Press. 1935. Pp. vi, 
198. $2.) 

Unlike the 1934 edition, the present revision explicitly “is intended to be 
suitable for use as a text in those courses which are generally labelled ‘priv 
ciples of economics.’ ’’ Particularly might it be suitable as a textbook for those 
students who are to get one look and no more at economic theory. For thi 
numerous class the book has the advantage that the author continuously keeps 
uppermost the use of theory in discovering the socially efficient employment 
of a country’s resources and the socially just distribution of the product, an¢ 
refuses to be absorbed with the technique of theory or the details of current 
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institutions. Such discrimination in content is an infrequent and becoming 
quality in a textbook that may be the first and last reading on the subject, and 
marks the book for consideration despite any disagreement with minor con- 
clusions and regret over omissions. . 

For the students who plan to continue the study of economic theory the 
book would be proper only on the more equivocal assumption that the technical 
parts of economic analysis should be postponed until the students had an 
appreciation of the general problem. In either event it would be necessary to 
fit in extensive supplementary readings, since the book is still short, even 
though over one-third longer than the earlier edition. 

The added pages of the revision have not been used to introduce new sub- 
iects or to amend fundamental propositions, but are prorated among the topics 
covered by the first edition in order to permit a fuller discussion. Consequently 
the unavoidable misunderstandings in the original edition which grew from 
the brief treatment of complicated relationships are partially removed, but 
the imperfections in selection and mode of treatment necessarily must persist. 

The style has been mended by the thorough rewriting which accompanied 
the expansion. 


R. S. Howey 


S Fisuer, A. G. B. The clash of progress and security. (London: Macmillan. 1935. 


Pp. xiii, 234. 8s. 6d.) 
GemMILL, P. F. Fundamentals of economics: a textbook for introductory college 

urses in economic principles. Rev. ed. (New York: Harper. 1935. Pp. xiv, 
608. $3.) 

The revised edition is not changed materially from the original edition, 
although a thorough job of revising has been done which introduces recent 
legislation and somewhat more adequate treatment of monopoly price. The 
crowded events of recent years have made slight impression on economic 
fundamentals as Professor Gemmill presents them for the beginning student 
in economics. And this is probably as it should be in view of the fact that the 
textbooks written in the tradition of the late nineteenth century neo-classical 
economic thought do not pretend to describe actual economic behavior and 
activity but rather to state in more teachable fashion the norms of rational 
thought which make up the framework of economic theory. 

Judged by this standard, the book is a successful textbook for a semester 
ourse. An industrious but undiscerning student, after a semester of diligent 
study, will have at hand a set of economic maxims according to which he may 
distribute blame or praise upon the politicians, judges, bankers, farmers, manu- 
tacturers, workers and consumers as their behavior corresponds with or diverges 
from the norms of correct economic conduct. 

If a discerning student, however, were to weigh the implications of the 
statement, “under proper government interference and control, men are led 
as by an invisible hand, to promote the public interest while trying to pro- 

mote their own” (italics in text), if he were to count the numerous cases of 
the “special” instances of monopoly price and to assess their strategic im- 
portance in the functioning of the business system, if he were to retain some 
memory of the chapter on the business cycles while reading the remainder of 
the book, he would have difficulty in escaping a sense of confused unreality. 


WILLARD E. ATKINS 
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GraziabDEI, A. La théorie de la valeur (critique aux doctrines de Marx). (Paris: 
Rieder. 1935. Pp. 110. 15 fr.) 

HERMENS, F. A. Unternehmer und Konjunktur. (Berlin: Weidmann. 193; 
Pp. 132. RM. 7.50.) 


KNIGHT, F. H. The ethics of competition, and other essays. (New York: Harper 
1935. Pp. 363. $3.) 
LEONTIEV, A. Political economy: a beginner’s course. (New York: Internation;| 


Pubs. 1935. Pp. 285. $2.) 

This ‘beginners’ course,’’ published in Russia, is designed to give the reader 
the elementary principles of communism. It is not merely a simplification of 
Marx, for the author has drawn heavily from Lenin and Stalin, as well as Mary 
The book is argumentative and propagandic, yet there is much wisdom ip 
some parts; and most Americans would profit from a careful study of such 


a book as this. 
J. 1. 


Peck, H. W. Economic thought and its institutional background. (New Yok: 
Farrar and Rinehart. 1935. Pp. 379. $3.) 

Picou, A. C. The economics of stationary states. (New York: Macmillan. 1935 
Pp. xi, 326. $4.50.) 

REMER, J. Die geistigen Grundlagen der historischen Schule der V olkswirtschaty. 
lehre. (Leipzig: Hans Buske. 1935. Pp. ix, 112. RM. 3.60.) . 
RosBINS, L. Di chi la colpa della grande crise? (Turin: Einaudi. 1935. Pp. 223, 

32.) 
SIEVEKING, H. Wirtschaftsgeschichte. Enzyklopadie der Rechts- und Staatswissen. 
schaft, Band 47. (Berlin: Springer. 1935. Pp. vii, 209. RM. 13.80.) 
SPAHR, M., editor. Readings in recent political philosophy. (New York: Mx. 
millan. 1935. Pp. xv, 776. $3.90.) 

Among other readings contains selections from Social Statics on “The apo- 
theosis of laissez-faire,’ by Herbert Spencer ; ‘Utopian socialism,”’ extracts from 
the writings of Robert Owen; “The Communist Manifesto”; “Anarchism,” 
extracts from Proudhon and Kropotkin; “Syndicalism,” extracts from Sore! 
and Lenin; ‘Fabian socialism,” George Bernard Shaw; “Guild socialism,’ 
G. D. H. Cole; “Economic internationalism,” L. L. Lorwin. 


VAN Duzer, C. H. Contribution of the ideologues to French revolutionary thought 
Johns Hopkins Univ. stud. in hist. and pol. sci., ser. lii, no. 4. (Baltimore: 
Johns Hopkins Press. 1935. Pp. 176.) 

WICHARZ, M. Albert Aftalions Tatsachenbild und Lehre der wirtschaftlichen 
Wechsellagen. Beitrige zur Erforschung der wirtschaftlichen Wechsellages 
Aufschwung, Krise, Stockung, Heft 12. (Jena: Fischer. 1935. Pp. x, 256. RM 
9. 

mo K. Lectures in political economy. Vol. II. Edited by LIONEL Ros: 
BINS. (London: Routledge. 1935. Pp. 238. 8s. 6d.) 

Mélanges offerts a Ernest Mahaim par ses collégues, ses amis, ses éléves. Tome! 
Sciences économiques et sociales. Tome Il. Sciences juridiques. (Paris: Recuel 
Sirey. 1935. Pp. xxxv, 431; 687.) 

This collection consists of 20 essays on economics and 19 on sociology in the 
first volume, and 55 essays on various phases of juridical science in the second 
volume. Together they offer an impressive tribute to the scientific contributions 
and personal influence of Ernest Mahaim, professor of economics and intern: 
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tional law at the University of Liége, 1895-1935, and official representative 
of 9 cium at the International Labor Office since 1919. 
he diversity of subject matter of the essays makes extensive review impos- 
ble The American student of economics probably will be most interested in 
Professor Nogaro’s essay, “La crise, la politique monétaire américaine et le 
conflict des doctrines,” and that of Professor Rist, “L’interprétation de la 
chute des prix depuis 1925.” 
Morris E. GARNSEY 


Economic History and Geography 
NEW BOOKS 


ALLEN, F. L. The lords of creation. (New York: Harper. 1936. Pp. 495. $3.) 
ASHLEY, ‘ L. Our contemporary civilization: a study of the twentieth century 
renaissance. (New York: Holt. 1935. Pp. xv, 608. $2.90.) 

§ Bocart, E. L. and BROWNE, R. B. Work-book in economic history of the Amert- 
can people. Form A. 2nd ed. (New York: Longmans Green. 1935. Pp. 112. 
80c. ) 
: BRANCHU, J.-Y. Les origines du capitalisme en Angleterre. (Paris: Recueil 
Sirey. 1935. Pp. 95.) 

This slender volume purports to be a study of the nature and extent of the 
changes in economic and social organization in England from the thirteenth 
to the sixteenth centuries, developments which the author takes to represent the 

nergence there of capitalism, and of the factors and forces underlying these 

ges. The treatment is fragmentary and takes too much for granted to appeal 
to ‘th e general reader, while it contains little or nothing not already familiar to 
anyone even modestly versed in English economic history. An apparatus of 
footnotes gives the brochure a scholarly format but its core consists merely 
of a scanty assemblage of data extracted from Lipson’s books and from the 
‘udies in English Trade in the Fifteenth Century, edited by Power and 


The author believes the Black Death to have exercised the primary influence 
in the transformation of medieval economic life and expresses his disagree- 
ment with those who nowadays attach to the pestilence a lesser significance. He 
dissents also from the view, expounded by See and Hauser, that commercial 
capitalism preceded industrial capitalism, taking the stand that, in England at 
least, the order of evolution was the reverse. 


WILLIAM H. WYNNE 


CHAMBERLIN, W. H. The Russian revolution, 1917-1921. Vols. I and Il. (New 
York: Macmillan. 1935. Pp. 511; 503. $10.) 

Doskow, A., compiler. Historic opinions of the United States Supreme Court. 
(New York: Vanguard Press. 1935. Pp. xvii, 537.) 

PAGAN, H. B. American economic progress. (Philadelphia: Lippincott. 1935. Pp. 
1x. 1. ) 

rupert, G. and VaiLe, R. S. The economic effects of the NRA: a regional 
i . Stud. in econ, and bus., no. 11. (Minneapolis: Univ. of Minnesota 
eg 1935. Pp. 108.) 

FiTZGIBBON, R. H. Cuba and the United States, 1900-1935. (Menasha: Banta 
Pub. Co, 1935, Pp. xi, 311. $3.) 
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Dr. Fitzgibbon explains that he undertook to write a book about Cuba be. 
cause he hoped to make a contribution to historical literature by a unified study 
of the relations between Cuba and the United States since 1900, and because 
those relations have often been the touchstone of our Caribbean policy. After 
sketching the background of American intervention, the author discusses the 
administration of the island under General Wood and the founding of the Cubay 
Republic. He then describes objectively the second intervention of the United 
States in Cuba. Cuban-American relations under Presidents Gomez, Menocal 
Zayas, and Machado are considered in an interesting fashion. A comprehensive 
chapter is devoted to the influence of the sugar trade upon Cuban-American 
relations. Another chapter is occupied by an analysis of Cuban loan financiering 
in war and peace. Throughout this study special attention is paid to the eo. 
nomic and political significance of the Platt amendment. Cuba’s relations with 
the United States are suggestively interpreted in the light of that island's 
heritage. Some useful but readily accessible documents are printed in ap. 
pendices. The capstone to the structure is furnished by an excellent, selected 
bibliography. 

All in all, this handsome and readable volume is one of the finest cop. 
tributions that has yet been made to the shelf of monographs in English dealing 
with relations between the United States and Latin-American countries. : 

WILLIAM SPENCE ROBERTSON 


GarRISON, M. Romance and history of California ranchos. (San Francisco: Harr 
Wagner Pub. Co. 1935. Pp. xii, 206.) 

HAMLIN, S. Balance or chaos: a new balance in world basic industries. (New 
York: Richard R. Smith. 1935. Pp. xiv, 346. $2.) 

INNIS, M. Q. An economic history of Canada, (Toronto: Ryerson Press. 1935 


Pp. ix, 302. $3.) 
KELLEHER, R. F., editor. Resources and opportunities of the middle Rio Grande 
valley, as shown by a series of papers presented to the Albuquerque Rotary 


Club. Econ. ser., vol. ii, no. 3. (Albuquerque: Univ. of New Mexico Press. 
1935. Pp. 54. 25c.) 
KELTER, E. Geschichte der obrigkeitlichen Preisregelung. 1. Die obrigkeitliche 


Preisregelung in der Zeit der mittelalterlichen Stadtwirtschaft. (Jena: Fischer. 
1935. Pp. vi, 168. RM. 7.50.) 


LINN, J. W. Jane Addams: a biography. (New York: Appleton-Century. 1935 
Pp. 468. $3.50.) 
Mack, E. M. Nevada: a history of the state from the earliest times through th 


Civil War. (Glendale: Arthur H. Clark. 1935. Pp. 500. $6.) 

MOERENHOUT, J. A. The inside story of the gold rush. Translated and edited 
from documents in the French archives by ABRAHAM P. NASATIR and GEORGE 
Ezra DANE. (San Francisco: California Hist. Soc. 1935. Pp. 103. $3.50.) 

Myprss, S. D., Jr. Texas: nationalist or internationalist. (Dallas: Southern Meth- 
odist Univ. 1935. Pp. 56.) 

Pant, S. D. Social economy of the Himalayans. (New York: Macmillan. 1935. 
Pp. 264. $5.) 

PHiLups, H. A. Germany today and tomorrow. (New York: Dodd Mead. 1935. 
Pp. 358. $3.) 

SAKOLSKI, A. M. and Hocn, M. L. The evolution of American economic life 
(New York: Nelson. 1935. Pp. v, 180.) 

A collection of readings from standard books, with prefatory syllabi of 

essential points for study. Questions and references are supplied. 
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SCHMITTHENNER, H. China im Profil. (Leipzig: Bibliographisches Institut. 1934. 


Pp. 129. RM. 4.80.) 


SHELDON, W D. B. Populism in the Old Dominion: Virginia farm politics, 1885- 


1900. (Princeton: Princeton Univ. Press. 1935. Pp. 192. $2.) 


SHEPARDSON, W. H. and Scroces, W. O. The United States in world affairs: 


in account of American foreign relations, 1934-1935. (New York: Harper. 
1935. Pp. 370. $3.) 


SirGFRIED, A. Europe's crisis. Translated from the French by H. H. HEMMING and 


Doris HEMMING. (New York: Wiley. 1935. Pp. 128. $1.50.) 


Europe may retain her supremacy in Africa and western Asia, but in the 
Far East her days of leadership are numbered. Europe retains two vital factors: 
creative invention and appreciation of spirituality. This basis is too narrow to 
support Europe on a high level, if she loses international trade. Two solutions 
are possible: (1) turn certain European countries into closed economic units ; 
(2) Americanization of productive methods in England and France. 


SmitH, W. B. and CoLe, A. H. Fluctuations in American business, 1790-1860. 


(Cambridge: Harvard Univ. Press. 1935. Pp. xvii, 195. $5.) 


So_MSSEN, G. Beitrage zur deutschen Politik und Wirtschaft, 1900-1933. Bande 


I und Il. 2nd ed. (Munich: Duncker und Humblot. 1935. Pp. lii, 448; viii, 
149-919. RM. 19.) 


So.tau, R. H. An outline of European economic development. (New York: 


Longmans Green. 1935. Pp. xiv, 307. $2.75.) 


THIRRING, L., editor. Buday Ldszlé hdtramaradt irdsai. (Budapest: Magyar 


Statisztikai Tarsasg. 1935. Pp. xviii, 156.) 

The volume is a collection of heretofore unpublished writings, representing 
a part of the “literary estate’ of Dr. Laszl6 Buday, eminent Hungarian econ- 
omist and statistician. The book contains a number of essays, various short 
articles as well as fragmentary notes on more substantial undertakings which 
remained unfinished due to the untimely death of their author. 

It is unfortunate that what appears to be the most valuable part of the book 

was left to us in the form of a mere outline. But even this draft indicates well 
enough that Buday’s perspective of statistics was not confined to the realm of 
collection and interpretation of factual material. Buday had envisaged a system 
of statistics which was to embrace not only the theory of statistics, but also 
statistics of production, distribution, consumption and formation of capital as 
these phenomena come to expression in time, space and social surrounding. 
It does not appear from the fragmentary notes how Buday had intended to 
forge all social and economic data into an organic system, although there are 
indications that he clearly saw definite connecting links between the various 
categories. 
_ An almost completed essay represents the second most important writing 
found in the posthumous volume. It is a critical evaluation of a proposed 
scheme of reorganization of Hungarian municipal finance on which subject 
Buday often had lectured at the Technical University of Budapest. His analysis 
is not merely a scrutiny of the scheme; it offers constructive measures in place 
of those which do not stand the author’s test. In doing so Buday displays re- 
markable familiarity with public finance and public administration. 

Other studies deal with Hungary’s social policies; with the Hungarian land 
reform and its problems; with Hungary’s international accounts with the 
United States; and with the shift in Hungary's economic position in the post- 
war era. The volume contains a theoretical essay, written in German and 
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published previously in the Journal de la Société Hongroise de Statistique 
It is entitled, Der Arbeitsbereich der Statistik. Various shorter notes, thre 
addresses and a finely chiseled poem complete the volume, indicating that Buday 
did not confine his activities to the management of the Royal Hungarian Centr] 
Statistical Office or to his cathedra at the Technical University. 

Officers of the Hungarian Statistical Association have edited the posthumous 
volume. 


LESLIE Lovass 


VANDERLIP, F. A. and SpARKES, B. From farm boy to financier. (New York: 
Appleton-Century. 1935. Pp. 318. $3.50.) 

WAGEMANN, E., editor. Konjunkturstatistisches Handbuch, 1936. (Hamburg: 
Hanseatische Verlagsanstalt. 1936. Pp. 352. RM. 4.80.) ; 

Wess, S. and WEBB, B. Soviet communism: a new civilisation. Vols. I and II, 
(London: Longmans. 35s.) 

WESTERMANN, J. C. The Netherlands and the United States: their relations in 
the beginning of the nineteenth century. (The Hague: Martinus Nijhof 
1935. Pp. xix, 415. $6.50.) 

This is the fourth volume of a series of economic and social-historical te. 
searches edited by Professor N. W. Posthumous. The earlier volumes were 
written and published in Dutch but this volume is published by the author 
in English. 

The work is an intensive study of Netherlands-American relations from 
1813-1820. The author states in his preface that he has “tried to represent the 
relations between the two countries as a part of their foreign policies.” 

Holland and the United States concluded a treaty of amity and commerce in 
1782, providing for a “most perfect equality and reciprocity’’ and stipulating 
a most-favored-nation treatment. American insistence on freedom to trade and 
Dutch colonial mercantilism were not easily reconciled. During the period 


between Holland and the United States. After Napoleon's downfall, official 
relations between the newly created Kingdom of Netherlands and the United 
States was established. Had events of intervening years abrogated the treaty 
of 1782 or was it still in force? 

The United States continued her attempts to gain admittance to colonial 
trade but was not very successful in securing reciprocity with any of the 
countries having valuable colonial possessions. The author makes a special 
effort to show in its historical setting the diplomatic intercourse of the Nether- 
lands and the United States during the period under special consideration, 
1813-1820, and finds that “the Dutch attitude in this respect was thoroughly 
‘European’ all along the line.” 

A “supplementary” chapter on the further history of the treaty of 1782 
after 1820 concludes the study. 

The author presents his facts clearly and convincingly. His footnote refer: 
ences and his bibliography of sources and contemporary publications and of 
secondary works show painstaking care. 


R. S. SABY 


WINKLER, J. K. The du Pont dynasty. (New York: Reynal Hitchcock. 1935. 
Pp. 333. $3.) 
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itain in depression: a record of British industries since 1929. Prepared by a 


Research Committee of the Economic Science and Statistics Section of the 
British Association. (New York: Pitman Pub. Corp. 1935. Pp. viii, 473. $3.) 
During the war a Research Committee of Section F of the British Association 
published a number of volumes containing a record of important economic 
changes that had been brought about by the world political crisis. These re- 
ports, which attracted little attention at the time when the energies of the 
nation were monopolized by war, have since acquired a scarcity value to his- 
torians of the period; for it is extremely difficult for future historians to re- 
capture the war “psychology” of a nation or to appraise adequately the sig- 
nificance of the internal forces that influenced war-time economic changes. 

For analogous reasons, in September, 1933, the above-mentioned Committee 
decided to appoint a Research Committee to prepare an account of industrial 
and financial changes in Great Britain that occurred during the present world 
depression. The Research Committee agreed upon the form that the investiga- 
tion should take, while other scholars collaborated in its preparation. The 
volume under review is the result. It should be borne in mind, however, that 
while the general lines of investigation were suggested to the collaborators, no 
attempt at rigid uniformity of treatment was intended. For it was realized 
that no two industries could be treated in precisely the same way, and hence 
each contributor was invited to interpret his task according to his own genius. 

One central thread running through all the narratives consists of the effects 
of the economic upheaval upon the separate industries which are being chron- 
icled. Some writers pay more attention than others to developments preceding 
the actual depression that began in 1929. Moreover, the narrative of event and 
experience could not include the year 1935, which is a very important year of 
gain, since the trough of the depression in Great Britain seems to have been 
reached in 1932. 

The effect of the world crisis upon Britain increased the industrial and 
trade depression that had continued unabated since the close of the war. Con- 
tributing to this economic stagnation has been, without doubt, the failure of 
the export trade of the United Kingdom to keep up with domestic imports 
or to compete successfully with the exports of its chief competitors, particularly 
the United States and Japan (pp. 339-340, 342-343). But there is another 
side to the shield: the fact that Britain’s adjustment to post-war conditions 
was slow likewise discouraged the speculative excesses of the boom period. 
It is consequently not strange that the recession brought about by the world 
crisis Should have affected Britain less adversely than it did many other indus- 
trial countries, or that recovery should have started as early as April, 1932 
(p. 42), and been more substantial in character. 

It is clear that the British government had a simpler task than that which 
faced President Roosevelt in March, 1933. Much of our New Deal was, in 
part at least, Britain's Old Deal. There was no need to worry with labor 
conditions (p. 70), relief schemes, and reform measures. Throughout the 
years these battles had been fought. Britain’s chief problem was that of regain- 
ing her export markets, coal (p. 156), cotton (pp. 344-349) and woolen 
goods (p. 353), iron and steel products (pp. 271-272), shipping (p. 236) 
and financial services, and of replacing some of that loss by expanding pro- 
duction for the home market. Two important ways that Britain tried to meet 
her problem of recovery were the suspension of the gold standard and the 
adoption of a tariff on imports. The abandonment of the gold standard in 
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dairy section of the AAA. The major emphasis has been given to those 
problems arising out of the fluid milk industry. 

The unbiased approach, the clear analysis used in attacking the varied 
problems of the fluid milk market and the broad point of view which the 
author has injected into the well-balanced discussion of them will contribute 
much to the thinking not only of those students devoting attention to mar- 
ket analysis, but to leaders in the fluid milk industry and also, let us hope, to 
milk producers and distributors who have concerned themselves in the past 
ilmost entirely with only their own immediate interests. 

As a background, the author devotes three chapters to a brief résumé 
of the conditions of the dairy industry leading up to the demand for control. 
Following these are eight chapters devoted to an analysis of the problems 
ind activities centering upon the fluid milk markets. Dairy products, other 
than fluid milk, are given only one chapter. The next two chapters set forth 

production control undertakings and problems involved, and in the finai 
get Dr. Black presents a summary, appraisal, and outlook of the dairy 
rogram and the AAA. 
~ While, for the most part, conclusions appear to be based upon an adequate 
} amount of factual material and statistical data, some portions would gain 
the confidence of the reader more completely if a larger and possibly more 
epresentative sample of data had been available and in a few cases more 
mprehensive statistical technique applied. For example, in an effort to 
show what proportion of fluid milk consumed in homes is distributed by 
the retail stores, the exact proportion of these sales is given for nine markets 
in 1933, seven of which were located in Pennsylvania or Ohio. In other 
parts of the book weaknesses are rather clearly apparent not as a result of 
iomcoaiinns of the author but because of the woeful lack of fundamental 
data available in the field of dairying in general and of milk distribution 
in particular. 

Undoubtedly many will feel that Dr. Black has given too little attention 
to milk distributors’ margins (the amount of difference which is paid and 
received for milk consumed in fluid form), to the present relative ineffi- 
ciencies in milk distribution, and the economic consequences of the tendency 
of those margins to widen—or at least to fail to narrow—aunder the present 
ystem of distribution. 

The discussion involving the general dairy program and the specific pro- 
grams dealing with the derivatives of milk (butter, cheese, concentrated 
milk, ice cream, etc.) is largely descriptive and cannot be characterized by 
the completeness and the penetrating economic analysis so evident in some 
of the chapters devoted to the fluid milk industry. Analyses of these phases, 
while not defective, appear definitely inadequate for a treatise purporting 
to be a mature product of a study under the present title. That the author 
is aware of this is clearly hinted by his statement: ‘“To close a study of the 
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dairy program of the AAA without giving the reader some estimate of jt 
accomplishments would sorely disappoint him. Yet, there is nothing mu¢ 
that can be definitely set down” (p. 429). 

The important subject of control of production in the dairy industry j 
treated with noticeable brevity. Measures such as reduction of cow number; 
through the elimination of cattle reacting to the Bang’s disease (contagious 
abortion) test, governmental subsidizing of a culling program, and the 
transferring of cows from commercial dairy areas to cowless farms, are 
among the control devices mentioned. Little encouragement is held out fo; 
a continuing dairy control program, the impression being left that unless ; 
policy of production restriction is adopted for other farm products, which 
will force the dairy industry to follow suit out of self-protection, the prob. 
lems of the latter can be met without positive production control devices, 
The suggestion is rather clear that from a social point of view, flexibility 
of dairy prices is to be preferred over rigid prices, especially if rigidity of 
prices and production control measures should result in a reduction of the 
output to a point where large numbers of people would be limited to an 
inadequate diet. 

Regardless of the objectives of the author or the institution fostering the 
study, many readers will register disappointment over the absence of an 
adequate discussion of the advantages and disadvantages of a planned dairy 
program. The author takes refuge in the statement that: ‘The reader must 
perhaps be cautioned that this book takes no position for or against 
planned national or agricultural economy, or for either an emergency or 
a continuing policy in administering the AAA program. Issues of this sott 
are reserved for discussion in a later volume treating the AAA program 
as a whole” (p. 433). 

W. P. MORTENSON 


University of Wisconsin 


Nations Can Live at Home. By O. W. Witicox. (New York: Norton. 
1935. Pp. xi, 279. $2.75.) 

This volume is not, as the title would seem to imply, a plea for a narrow 
policy of nationalism. As a matter of fact, its author enters a forceful argu- 
ment for international codperation on a broad basis with regard to exchange 
of commodities, such as cotton, potash, phosphates, tropical fruits and 
condiments, etc., in which particular nations are specially advantaged. The 
book is from the pen of an agrobiologist, and is a quite sincere effort to 
offer a cure for the major ills of a distraught world by an application of the 
principles of a new science which he calls agrobiology. 

The thesis in brief is as follows: plant geneticists have now made such 
marvelous progress toward the development of “genotypes” of the highest 
possible constant productivity in various kinds of crops, and plant phys: 
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ologists have learned so completely the essential principles of plant nutri- 
tion, that with almost any soil it is now possible to organize crop production 
on a basis of maximum theoretical production as a practical reality. Popula- 
tion levels of 11,000 people per square mile of land in cultivation are an 
easy matter to realize; and under a system of shorter crop cycles, it is con- 
ceivable that sufficient food may be raised on that unit area to support 97,920 
persons. Moreover, these results are stated to be capable of achievement 
without doing violence to the law of increasing and diminishing returns. 
Italy is cited as one of the nations whose pressure of population on lim- 
ited resources could be relieved by an application of the known results of 
agrobiology. There is no physical, chemical or biological reason why the 
' Italian farmers should not attain an agrobiologic efficiency on at least half 
the ground (1314 million acres) now under cultivation to produce more 
food and agricultural raw materials than the nation would need to consume. 
One's first impulse in reading this volume is to wave its contentions aside 
as those of a fanciful dreamer who has allowed his imaginative enthusiasms 
to lead him far astray into a mirage of unbelievable unreality. But examina- 
tion of the core of scientific fact at the basis of these speculations brings 
the conclusion that, even without destroying the present organization sys- 
| tems of agrarian society, as the author’s scheme tacitly but not overtly seems 
to contemplate, tremendous progress can be made in every nation of the 
world toward increased agricultural production through the use of superior 
genotypes and the application of known principles of plant nutrition. While 
the effort is that of the visionary, and undoubtedly there is much wild 
speculation in the subject matter of the volume, it is out of such dreamy 
stuff, tempered by the judgments of the practical realists, that progress is 
ultimately achieved. The book is well worth the reading of the economist; 
for it supplies a point of view that is fresh and stimulating. 
WILSON GEE 
University of Virginia 
NEW BOOKS 
ApaMs, T. M. Prices of Vermont farm real estate. Bull. 391. (Burlington: Ver- 
mont Agric. Exp. Station. 1935. Pp. 31.) 
ANDERSON, E. S. The sugar beet industry of Nebraska. Bull. 9. (Lincoln: Univ. 
of Nebraska, Conservation and Survey Division. 1935. Pp. 121.) 
EAVENSON, H. N. Coal through the ages. (New York: Am. Inst. of Mining 
and Metallurgical Engineers. 1935. Pp. ix, 123.) 


EMENY, B. The strategy of raw materials: a study of America in peace and war. 
(New York: Macmillan. 1934. Pp. xiv, 202. $3.) 

This is a study of the situation of the United States with respect to food- 
stuffs and essential raw materials. It presents factual material to assist in the 
clarification of the three following questions: (1) Granted an extreme war 
emergency, to what extent could the United States, on the basis of its own 
resources, meet the full demands of self-sufficiency in the essential foodstuffs 
and industrial raw materials? (2) In the cases of the specific commodities for 
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which we should be entirely or partially dependent upon imports, what sources 
of supply might be available from foreign countries under various contingen. 
cies of war? (3) What specific measures, if any, could be adopted as a means 
of assuring our self-sufficiency under any war emergency? 

After comparing the seven Great Powers as to their degree of self-sufficiency 
the author presents a picture of the dependence of the United States on foreign 
sources of supply, particularly in regard to the commodities which offer serioys 
problems of procurement under a war emergency, and then proceeds to an. 
alyze the problems arising in the case of each strategic commodity. Statistics 
from official and semi-official sources both in this country and abroad have 
been used as the basis for the many interesting and well-drawn maps and 
charts which appear at short intervals throughout the text. Mr. Emeny seem; 
well justified in his conclusion that ‘in so far as resources in raw material 
and foodstuffs may be taken as a factor of national power, the situation of 
the United States is without parallel. For not only is this country infinitely 
more self-contained in these, and the foreign sources of supply of the strategic 
commodities we lack more readily available to us, than in the case of any 
other industrialized state, but the consumption demand of our industries 
equals on the average that of the rest of the world combined.” 

RALPH E. FREEMAN 


FINDLEN, P. J. Some results of farm cost accounts in New York. Ext. bull. 318, 
(Ithaca: Cornell Univ. 1935. Pp. 23.) 

FITZGERALD, D. A. Livestock under the A.A.A. (Washington: Brookings Inst 
1935. Pp. 520. $2.50.) 

Fritz, W. G. and VEENsTRA, T. A. Regional shifts in the bituminous codi 
industry, with special reference to Pennsylvania. (Pittsburgh: Univ. of Pitts. 
burgh Bur. of Bus. Res. 1935. Pp. xvii, 197.) 

Treats of marketing channels for bituminous coal and changes which have 
taken place, 1915-1935. There is a discussion of the problems of instability in 
this industry. The economic effects of regional shifting are described, and 
measures proposed to solve the problems are analyzed. The provisions of the 
Guffey-Snyder Coal act are critically examined. 


GANNETT, F. E., and others. The farm problem and prosperity. America’s town 
meeting of the air, no. 2. (New York: American Book. 1935. Pp. 33. 10c.) 

Howarbd, L. E. Labour in agriculture: an international survey. Issued under the 
auspices of the Royal Inst. of Internat. Affairs. (New York: Oxford Univ 
Press. 1935. Pp. xiv, 339. $7.) 

Hunt, R. L. A history of farmer movements in the Southwest, 1873-1925. (Col- 
lege Station: Texas Agric. and Mech. College Press. 1935. Pp. vi, 192.) 

A presentation of factual material dealing with the history of farmer move- 
ments in the Southwest, particular attention being paid to farmer organizations 
in Texas. Four organizations are considered: the Grange; the Farmers’ Alliance 
of Texas which originated apart from the Grange movement but later became 
a continuation of the Grange; the Farmers’ Educational and Codperative 
Union of America, commonly referred to as the ‘Farmers’ Union’’; and the 
Farm Labor Union of America. 

The story told in each case is one of “rise and fall,” the rise ordinarily 
being accelerated if not generated by the discontent of cotton farmers. The 
fall usually was associated either with the breakdown of schemes designed to 
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correct the evil of speculating on cotton exchanges that “have lost to the South 
D- more millions than all other causes combined” (p. 88; the quotation is taken 
ns from an article written in 1909 by an official of the Farmers’ Union) or with 

the operation of certain of the farmers’ codperative business ventures with 
cy such success that they became ‘‘profit-seeking organizations rather than co- 
n operatives governed by the philosophy of codperation” (p. 143). As Marx 


us would say, they contained within themselves the seed of their own destruction ; 
n- and the money profits which they made sooner or later caused the control of 
their organizations to pass into the hands of non-farmers. 

ve To anyone who has not been fully informed of the programs advocated by 
id farmer organizations early in the century, some of the author's revelations 
ns will indeed be startling. Cotton acreage reduction campaigns, price pegging, 
Is “orderly marketing’ schemes, and even a cotton plow-up campaign were 
of conducted some 30 years before the New Deal added the quite necessary 


financial inducement to insure the “‘codperation” of a sufficient number of 
nc farmers. In 1907 there even was talk among financiers of testing the legality 
ny of a minimum price plan adopted by the Farmers’ Union under which the 
es farmers were to agree to withhold their cotton from the market until a certain 
price was offered! The point at issue here, however, concerned the alleged 
violation of anti-trust laws. 
W. E. MorGAN 
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Transportation and Communication 


Economics of Transportation. By D. Puitip LOcKLIN. (Chicago: Business 
Pubs. 1935. Pp. xii, 788. $4.00.) 

Another book on the growing list of “transportation’’ rather than “‘rail- 
road” works is this most recent effort of Professor Locklin. Obviously 
designed for classroom use, it possesses many attributes of the satisfactory 
textbook. The railroad section of the book exhibits abundant evidence of 
an exhaustive survey by the author of the literature of the field. The reader 
will note with satisfaction the up-to-date character of the work, the lists 
of selected references (briefly appraised) at the end of each chapter, the 
adequate index and the generous documentation at almost all stages of 
the writing. 

This is neither a casebook nor a minute description of the agencies of 
transportation. While the “‘internal economic characteristics of the industry”’ 
are accorded due weight, the author claims in the preface not to lose sight 
of ‘the broader relationship between the transportation industry and the 
economic life of present-day society.’”” The aspirations here set forth are 
not fully realized in the subsequent discussion; the railroad industry receives 
primary attention in all but the first two and the last five chapters of the 
book. Unfortunately the treatment of water, highway and air transportation 
in these concluding chapters is unduly telescoped; and, what is more im- 
portant, the materials are not adequately integrated with the railroad subject 
matter in terms either of transportation or of the economic system. 

In the design and execution of the railroad chapters, however, Professor 
Locklin is at his best. Much space is devoted to the subject of rate making, 
perhaps too much space in a textbook. Yet there can be little doubt that 
public interest in transportation arose originally and continues to persist 
primarily because of a practical and vital preoccupation with rates. The 
author has rendered a good service especially in his exposition of the rate 
policies and practices of the Interstate Commerce Commission along lines 
not heretofore adequately developed by the profession. In six chapters 
(XX-XXV, inclusive), the reasonable and discriminatory aspects of rates 
on particular commodities and between particular places are handled in a 
highly commendatory fashion. The reviewer does not recall a better text- 
book treatment of “undue preference and prejudice” (Section 3 of the 
Interstate Commerce act) than that found in chapters XXIII and XXIV. 
Also of worth, particularly to students of marketing and industrial manage- 
ment, are two chapters (V and VI) devoted to the relationship of freight 
rates to commodity prices and to the location of industry. 

Certain important aspects of railroads are treated briefly or omitted alto- 
gether. Consolidation is not accorded the distinction of a chapter heading, 
but is scattered through the text at seven different places. In view of the 
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extensive discussion of freight transportation, the failure to include express, 

passenger and mail services leaves the treatment somewhat unbalanced, 

Likewise the omission of any mention of joint costs seems inexplicable in 

a book on the economics of transportation. Constant costs, decreasing costs 

and variable expenses, all standard terms in the lexicon of economics, are 

used freely by Locklin. Foreign railroads, electric railroads and pipe lines 
are not included in the work. 
RALPH L. Dewey 
Washington, D.C. 
NEW BOOKS 

BoyLe, O. D. History of railroad strikes: a history of the railroad revolt of 
1877; the American railroad union strike on the Great Northern in 1894 and 
its participation in the Pullman car strikes of the same year; the eight-hour. 
day strike of 1917 and the runaway switchmen’s strike of 1920. (Washington: 
Brotherhood Pub. Co. 1935. Pp. 110.) 

Conn, D. D. The lack and the need of a sound national transportation policy. 
(Chicago: Transportation Assoc. of America. 1935. Pp. 22.) 

Dimock, M. E. Developing America’s waterways: administration of the Inland 
Waterways Corporation. (Chicago: Univ. of Chicago Press. 1935. Pp. x, 
123. $1.50.) 

Primarily a study in public administration, made at the invitation of the 
Secretary of War. It deals in part, however, with the economics of river trans- 
portation, and more specifically with the operations of the federal barge lines 
operated by the Inland Waterways Commission. Recommendations are made 
for improving the efficiency of the Corporation. 
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Toronto Press. 1935. Pp. 891. $5.) 
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3rd rev. ed. (New York: Shipping Serv. Org., 2040 Grand Central Terminal. 
1935. Pp. 206. $1.25.) 

PaTE, J. E. Highway administration in the South. Arnold Found. stud. in pub. 
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ships. (Grand Rapids, Minn.: Author. 1935. Pp. 33.) 
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Japan: annual report of the Department of Railways for the year ending March, 
1934. English ed. (Tokyo: Dept. of Railways. Pp. vii, 300.) 
ms tor truck facts. 1935 ed. (New York: Automobile Manuf. Assoc., 366 
Madison Ave. Pp. 48.) 
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id expe nditures, Class 1 American railroads. No. 11. (New York: Committee 
on Pub. Rel. of Eastern Railroads. 1936.) 
| yearbook of railroad information. 1935 ed. (New York: Committee on Pub. 


Rel. of Eastern Railroads. 1935. Pp. 96.) 


Trade, Commerce, and Commercial Crises 


Le Probleme du Commerce International. By FiRMIN OULEs. (Paris: 
Recueil Sirey. 1934. Pp. xxiii, 483.) 

Der Kampf um den Internationalen Handel. By ALBRECHT FORSTMANN. 
(Berlin: Max Paschke. 1935. Pp. xii, 415. RM. 14.) 

These authors discuss the problems of international trade from the point 
of view of classic theory, make free use of mathematical formulas to dem- 
onstrate their theses, and give special attention to refutation of the current 
arguments for national self-sufficiency. The theories of both stand in sharp 
contrast to the current practice of their national administrations. Roughly 
half of each volume is given to exposition of principles and discussion of 
the modifications or supplements to the classic exposition which later 
levelopments have shown to be necessary. 

Mr. Oulés finds that classic writers neglect the differences of countries in 
opportunities for international trade caused by the mobility or lack of 
mobility of such factors of production as natural resources, labor, capital 
and groups adept at economic organization. He feels that they also have 
not analyzed the problems created by the operation of the principle of 
comparative cost in times of crisis. These latter he does not solve. That 
much remains to be done in this field, few will question. 

The second half of the book is an analysis of the theory of international 
trade based on “productivity” developed in recent years by John Hecht in 
England and in greater detail by Manoilesco of Roumania, whose writings 
have attained great prestige in eastern Europe. According to this theory, 
national and individual advantage in trade may be divergent. It is an abso- 

ute national advantage that goods consumed be created within the country. 
ome with few exceptions, are harmful. Only by a policy of self-suff- 
ciency can weaker nations, especially agricultural communities, avoid being 
exploited by the stronger. By no other means can the advantage of difference 
of skills in different countries be eliminated to the national advantage. 
In sum, the argument becomes an application of the labor-value theory 
of Karl Marx to international trade with the object of creating a species of 
international socialism. Mr. Oulés, by elaborate argument and mathematical 
formula, presents the classic reply. 
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Mr. Forstmann’s discussion gives a general exposition of the accepted 
theory of international commerce supplemented by a study of the causes 
of the depression and the resulting policies as to currency and trade. Thes 
he analyzes particularly for Germany, the United States and Japan. He js 
an ardent free trader, but recognizes that the statesman may be forced to 
adopt policies which the economist is convinced bring ‘“‘national loss.” 

For current American policy, he has no praise. The earlier declarations 
for stable currency proved as disappointing as Wilson’s ‘‘Fourteen Points,” 
The insistence on both debt payments and restriction of imports means the 
impossibility of stabilization and economic recovery. The brain trust's 
efforts to “‘prime the pump” by public expenditures and subsidy of certain 
classes of the population are vagaries which will only make the final adjust. 
ments more difficult. The New Deal confuses effects with causes. 

German difficulties, the author finds were partly caused by mistaken ni- 
tional policy but chiefly by general restriction of world trade. Tariffs have not 
caused such great damage as currency controls, quotas on goods shipment 
and canalization agreements. German attempts to avoid devaluation are 
futile gestures. The mark should be devalued by thirty per cent to allow 
competitive export. There follows a detailed analysis of the various form 
of economic autarchy and their working which “nationalists” in all cous- 
tries may read with profit. For all nations, and especially for those in pos 
tions comparable to that of Germany, the only way out is to free internation- 
al trade from all but such restrictions as tariffs for revenue and such as may 
be justified by political rather than economic reasons. Encouragement of 
imports for countries with limited natural resources is much more import 
ant than government action to increase exports. General adoption of meas 
ures to secure greater imports is the only way in which the world can wi 
for its peoples the higher standard of life which the commercial policy of 
all nations seeks. 

The book closes with an analysis of Japan’s domestic and international 
commercial policy as an illustration of the correctness of the author's argu- 
ment. That the example fully proves the case many may doubt. Political 
measures have certainly had great influence in creating the trade position 
of Japan; and the local standard of life has not been markedly improved— 
though it may be better than it would have been had the program not been 
adopted. Whether the experience of Japan fully proves the author's case is 
not, however, of primary importance. His argument as to general intern:- 
tional policy is consistent and cogently stated. His book gives an excellent 
analysis of the current problems of international commerce and should be 
widely read by those in charge of policy both in Germany and elsewhere. 

CHESTER LLOYD JONES 

University of Wisconsin 
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NEW BOOKS 


Cotuins, V. D. World marketing. (Philadelphia: Lippincott. 1935. $2.50.) 

ConoLLy, V. Soviet trade from the Pacific to the Levant, with an economic study 
of the soviet far eastern region. (New York: Oxford Univ. Press. 1935. 
Pp. x, 238. $3.75.) 

Any book purporting to deal with soviet foreign trade inevitably encounters 
two difficulties, the intimate connection between politics and economics and 
the (resulting) dynamic nature of the determining conditions. That Miss 
Conolly appreciates these handicaps is shown by her frequent digressions 
into political history and conjecture and the attempt to bring up to date by 
textual additions her statistical tables most of which end with 1932 or 1933 
figures. 

Two-thirds of the material presented concerns the Far East where trade 
with Japan and China is clarified by an economic study of the soviet far east- 
ern region and a political history of the Chinese Eastern Railway. Other 
surveys, shortened in keeping with the unimportance of the trade, deal with 
India, the Pacific tropics, Egypt, the Levant, Iraq and the Red Sea basin. 
Contrary to the sweeping implications of the title, the reader must look else- 
where (cf. Miss Conolly’s earlier work, Soviet Economic Policy in the East) 
for discussions of trade with Turkey, Persia, Afghanistan, Chinese Turkistan, 
Outer Mongolia, and Tana Tuva. A hundred pages of appendices present 
relevant documents of value to the research student. 

Of particular interest to Americans are the frequent references to soviet 
competition with American exporters of petroleum products and lumber, the 
very effective destruction of the Russian wheat export bogey, and the Russo- 
Japanese fisheries dispute which promises to be a disturbing factor in 1936 when 
the convention of 1928 must be revised or renewed. 

ROBERT B. PETTENGILL 


CROWTHER, S. $970,000,000 minus: a second primer. The results of a year of 


imple arithmetic. (New York: Chemical Foundation. 1935. Pp. 60.) 
Harper, S. N., editor. The soviet union and world-problems. (Chicago: Univ. 
of Chicago Press. 1935. Pp. xviii, 254. $2.50.) 

Lectures on the Harris Foundation, delivered at the University of Chicago, 
June, 1935. The second lecture is a discussion of ‘The soviet state monopoly 
of foreign trade,” by Ivan V. Boyeff. 

HOLLAND, W. L., editor. Commodity control in the Pacific area: a symposium 
on recent experience. (Stanford University, Calif.: Stanford Univ. Press, for 
the Inst. of Pacific Relations. 1935. Pp. 452. $5.) 


| Kuczynskt, J. Weltproduktion und Welthandel in den letzten 100 Jahren. 


(Libau, Latvia: D. Meyer. 1935. Pp. 72. RM. 3.90.) 


| Laureys, H. La technique de l’exportation. (Montreal: Albert Lévesque. 1935. 


Pp. 345.) 
PuRYEAR, V. J. International economics and diplomacy in the Near East. (Stan- 
ford University, Calif.: Stanford Univ. Press. 1935. Pp. 277. $3.25.) 
ReiscH, R. Exportférderung durch aktive Wabrungspolitik. (Vienna: Springer. 
1935. Pp. 37. RM. 2.50.) 
This little publication is the outgrowth of two lectures given in February, 
1935, by Dr. R. Reisch, professor at the University of Vienna, ex-minister 
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of finance, and ex-president of the Austrian National Bank, for the Promotion 
of a legislative measure designed to help Austrian foreign trade. 

The idea of the plan (which is “ane as an emergency measure, not a 
permanent arrangement for ‘‘normal”’ times) is to provide an economic mech- 
anism which, with a minimum of bureaucratic restrictions and a maximum of 
genuinely economic forces and motives given free play, will keep imports 
strictly dependent on available foreign currency, apportion all such curreng 
to importation of goods as needed by the country, and at the same time auto. 
matically produce an effective stimulus to the export business. 

The plan calls for the establishment in Austria of a foreign-trade bank 
with the sole function of administering foreign currency. All such curreng 
has to be handed over to this bank against receipt of negotiable foreign. 
currency-certificates (Valuta-Bons). One part (A) of each such certificate is 
specified as being applicable only toward the importation of “vitally necessary’ 
goods; another smaller part (B) toward the importation of goods of any kind, 
or for other purposes such as foreign travel, discharging of private debts, etc. 
The classification of goods under the categories (A) and (B) is to be revised 
from time to time; likewise the ratio of the amounts of the (A) and (B) 
certificates. The bank undertakes to keep the market value of the (A) cer. 
tificates at par, while the (B) certificates, because of their wider applicability 
and greater scarcity, are expected to rise in price, thus making it profitable 
for exporters to dispose of their foreign currency through the medium of the 
Valuta-Bons. 

The plan is worked out in considerable detail; a sample of the proposed 
| currency-certificates is appended to the book, showing the (A) and (B) 
| coupons, in specified ratio of the total, the “currency orders’ to the foreign 
trade bank on the presentation of import permits, custom-house certificates, etc. 
| In particular is the plan also contrasted with other existing methods of managed 
: foreign trade, the “‘Devisenbewirtschaftung,”’ and the bilateral clearing treaties, 
all of which, according to Dr. Reisch, are ineffective because of their lack 
of flexibility, their slowness of operation, their exclusion of automatic adjust: 
ments, and of the only efficient economic incentive, the profit motive. 
| Though designed for Austria’s special needs, the plan is recommended to 
other countries in a similar situation. Its originator is not Dr. Reisch himself, 
but Dr. E. Ruzicka of Vienna who, in 1932, was awarded a prize for it in 
a contest of proposals to fight unemployment. Formulated as a legislative 
bill it was presented before the Pan-European Economic Conference in No- 
vember, 1934. 


JOHN V. SPIELMANS 


SayRE, F. B. America must act. World affairs books no. 13. (Boston: World 
Peace Found. 1936. Pp. 80. 75c.) 

Discusses factors affecting foreign trade and the “menace of economic 
nationalism.” 

Stuart, C. E. European conditions in their relationship to international trade 
and export credits. A report. (New York: National Foreign Trade Council, 
26 Beaver St. 1935. Pp. 134. $1.75.) 

TINTNER, G. Prices in the trade cycle. (Vienna: Springer, for the Austrian Inst 
for Trade Cycle Research, in codp. with the London School of Econ. and 
Pol. Sci. 1935. Pp. xii, 204. RM. 23.80.) 
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WirHErow, G. A. Foreign trade of the United States, calendar year 1934. Trade 
prom. ser. no. 162. (Washington: Supt. Docs. 1935. Pp. vi, 181.) ; 
American trade prospects in the Orient. Report of the American Economic Mis- 

sion to the Far East. (New York: National Foreign Trade Council. 1935. 
Pp. 148. $1.75.) a 
Foreien commerce and navigation of the United States for the calendar year 
1934. Vol. I. Imports. (Washington: Supt. Docs. 1935. Pp. 382. $1.75.) 
Report on the Import Duties act inquiry (1933). Part 1. The textile trades; the 
leather and clothing trades; the food trades; miscellaneous trades. (London: 
H. M. Stationery Office. 1935. Pp. xii, 329. 5s.) 


Economists may not approve of tariffs but they occasionally rejoice in the 
by-products. This Report affords occasion for such rejoicing. When the English 
tariff of 1932 was imposed, the Act directed the Board of Trade to assemble 
information with respect to the progress and condition of protected industries. 
The present document contains information with respect to 44 “trades” or 
branches of manufacturing for the year 1933. For each trade, and for its sub- 
divisions, the quantity and value of output are given, quantity and cost of 
materials used, quantity and cost of fuel and electricity consumed and the num- 
bers of persons employed. Comparable data from the Census of Production of 
1930 are also presented. 

In addition to showing changes in production over a three-year period, the 
Report presents export and import figures. It thus makes possible conclusions 
with respect to (a) the dependence of various branches of British industry on 
export markets, and (b) the share of domestic consumption which each branch 
supplies. For example, the document shows that in the textile trades the 
average number of persons was practically stationary at a round million per- 
sons in the three-year period but that production, measured quantitatively, 
gained 21 per cent. Furthermore, in the main divisions of the textile trades, 
cotton spinning and weaving, woolens and worsteds, silk and artificial silk, 
the proportion of the total product which was exported declined. At the 
same time, the share of the home market held by British textiles increased 
substantially. 

The Report contains nothing of an interpretative nature; it is confined 
strictly to the presentation of facts. Nevertheless it is a valuable addition to the 
all too meager stock of information on British industries, and on their relation 
to British foreign trade. 

P. W. BIDWELL 


Accounting, Business Methods, Investments and 
the Exchanges 


The Security Markets. Findings and Recommendations of a Special Staff 
of the Twentieth Century Fund. Edited by ALFRED L. BERNHEIM and 
MarGARET G. SCHNEIDER. (New York: Twentieth Century Fund. 
1935. Pp. xxi, 865. $5.00.) 

A special staff of thirty economists and associates of the Twentieth Cen- 
tury Fund began an investigation in the late summer of 1933 and printed 
| their findings abridged in February, 1934, under the title of Stock Market 
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Control. The present volume includes the conclusions of the earlier study 
with the supporting evidence and materials printed in full. 

For purposes of analysis and review, the chapters may be grouped to 
advantage as follows: (1) mainly statistical and technical; (2) mainly 
theoretical; or (3) embodying conclusions and recommendations of the 
research staff. 

In the statistical and technical chapters information is presented relative 
to the ownership of securities in the United States (III); the technique of 
security flotations (IV); holdings on the part of institutional investor; 
(VI); the technique of security trading in general (VIII); margin trad. 
ing (1X); short selling (XI); the work of the specialist (XIT); manipul:- 
tive practices (XIII); stock exchange practices abroad (XIV); corporation 
accounting (XV); and the financial services (XVI). 

Some of the interesting conclusions in the foregoing chapters may be 
briefly mentioned. Dr. Danielian concludes that the number of shareholders 
doubled from 1927 to 1932. Despite this rather remarkable trend we are 
“still far distant from democratic ownership of corporate wealth.” About 
1/10 of the stockholders own 3 /4 of the stock. However, the small man 
has a distinct, if indirect, stake in the security markets through security 
ownership on the part of savings banks, life insurance companies, etc. 
In Professor Steiner's analysis, American methods of security flotation suffer 
by comparison with British. The efforts to correct the situation through the 
passage of the Banking act of 1933, the Securities act of 1933 and the adop- 
tion of the Investment Banking code are noted. In so far as it has any 
effect, Professor Hoffman shows that short-selling makes for price-instability. 
“Its tendency is to accelerate the downward trend of prices during the early 
and middle phases of the movement, and either to check the price trend in 
the lower phase or heighten its movement after prices have turned upward.” 
The amount usually involved, however, is so small as to make no material 
difference so far as the entire list is concerned. In individual issues shott- 
selling has at times exerted an artificial influence. In an analysis of stock 
exchange technique abroad, Dr. Dickens attributes the lack of listing te 
quirements to the strict foreign incorporation laws. It would have been of 
interest if the relationship of foreign stock exchange technique, term settle- 
ments, trading in options, etc., to the credit systems of the various nations 
had been more fully developed. 

Four chapters are primarily concerned with the theory of the security 
markets. These include the stock exchange in economic theory (I); the 
functions of an ideal system of exchanges (II); security markets and bus: 
ness (VII); and brokers’ loans and the absorption of credit (X). 

In the first chapter of the section on theory the conclusion is reached, 
after a careful review of tie economic theorists, that nowhere can “a single 
complete, systematic and thoroughly critical statement of the place of the 
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stock exchange in a modern economy” be found. Too often the arguments 
used in defense of commodity speculation are transferred bodily into the 
field of security speculation. 

The argument that the security markets accelerate the flow of capital 
into those undertakings which answer the greatest economic need and retard 
the flow into enterprises with less justification for development cannot 
according to Dr. Danielian’s findings (II) be substantiated. Too often mis- 
investment occurs through manipulative practices and the dissemination 
of false rumors. The author is to be commended for his refutation of the 
idea that the stock exchanges make “‘capital liquid,” an idea which confuses 
“the ability to shift investments to someone else with the complete self- 
liquidity of a commercial bank loan.” 

Professor Steiner concludes that the interrelationship between fluctua- 
tions of security prices and general business conditions is not susceptible 
to statistical measurement. Attention is called to corporate policy, developed 
through the *20’s, of reliance upon the security markets rather than upon 
the banks for funds. Whether this is permanent or simply a reflection of a 
pathological state of the money market, remains to be seen. 

The chapter by Dr. Eiteman is devoted to the perennial question of the 
effect of increasing brokers’ loans upon the “‘absorption” of credit. Discus- 
sion of this problem is to be found in the early banking literature of the 
United States. On the basis of various statistical series, the author concludes 
that there was no evidence of an “‘absorption’”’ of funds. Neither the bank 
deposits of the New York City banks nor bank reserves reflected any 
increase disproportionate to that in the rest of the country. This would be 
true of course with any loan if the resulting deposits were diffused through 
the economic system. Dr. Eiteman does not justify brokers’ loan expansion. 
He suggests that controls be imposed through limiting brokers’ debit 
balances to a multiple of the earnings of the stocks held as collateral and 
concludes that the real danger is not to be found in an “absorption’’ of 
funds but rather in possible inflationary effects. 

Dr. Eiteman might have gone much further in relating expansions in 
brokers’ loans to the whole of the credit and business structure. Perhaps 
this relationship can best be illustrated by starting with the premise that 
any increase in brokers’ loan totals, as is true with every other loan and 
investment, must rest directly or indirectly upon member bank reserves. 
If an increase in brokers’ loans, through increasing deposit totals, forces an 
increase in member bank reserves, which itself leads to heavier borrowings 
from the federal reserve banks, money market rates of interest will rise and 
commercial lending rates will move in sympathy. The marginal commercial 
borrower becomes eliminated. In so far as rising stock prices, based on 
increases in brokers’ loans, stimulate investment relative to savings, bank 
portfolios become illiquid and the structure of production distorted. From 


7 

3 

idl 

rt. 

iC 

f 

| 

e- 

ns 

hat 

it) 

Cu 

ale q 

pit 

une 
i" 


122 Reviews and New Books [ March 


1927-1929 the widespread interest in equities made it possible for American 
corporations to secure funds at a nominal interest cost, so that the regulatory 
function of the long-term rate of interest was nullified. The growing bear 
sentiment in the later phases of the speculative cycle, evidenced by the 
increase in loans for the account of ‘‘Others,” as Professor Keynes and 
Dr. Durbin have shown, distorts the relationship between the financial 
and industrial circulations. At the turn of the cycle, the existence of a large 
volume of non-liquid credit, brokers’ loans, which can be reduced only in 
consequence of drastic price declines or through the application of savings, 
intensifies the deflationary processes. 

A review of the recommendations of the research staff of the Twentieth 
Century Fund shows close resemblance to many of the provisions of the 
Securities Exchange act. Two important exceptions are to be noted. In the 
first place the Fund recommended the passage of a federal incorporation 
law. Through strict incorporation laws the need for stock exchange regu- 
lation in many European countries had been obviated and many of the 
abuses found in American practice avoided. The Fund also suggested that 
the loan value of securities be related to corporate earnings. In testifying 
before the sub-committee on Stock Exchange Practices of the Senate Com- 
mittee on Banking and Currency, Mr. Bernheim stated that the adoption 
of this method would prevent pyramiding in the later stages of the cycle 
and hence would prove its superiority to the provisions in the Fletcher- 
Rayburn bill, which, with certain changes in percentages, were those in- 
corporated in the final act. 

It goes without saying that The Security Markets contributes to a fuller 
understanding of the technique and theory of stock-exchange practice. The 
problems to be encountered in stock-exchange control are fully appreciated. 
The individual chapters possess a remarkable uniformity of quality which 
is a difficult achievement in a symposium. Tribute for this is due the editors, 
Mr. Bernheim and Mrs. Schneider. 

BENJAMIN HAGGOTT BECKHART 

Columbia Universit) 


Accounting. By CHARLES H. PoRTER and WYMAN P. Fiske. (New York: 
Holt. 1935. Pp. xi, 631. $3.75.) 

This addition to the long list of treatises on accounting designed prim:- 
rily for college students devotes a rather limited space (primarily chapters 
1-9, about 250 pages, including problem material) to underlying concepts, 
accounting records, and preparation of statements, and gives special atten- 
tion (primarily in chapters 10-21, about 325 pages, including problem 
material) to problems of income measurement and valuation, and such 
advanced topics as corporate proprietary accounts, sinking funds, inter 
pretation of reports, and consolidated statements. The “somewhat different 
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emphasis” is avowedly the result of an attempt to meet the special needs 
of students who are interested in the “important tool of accounting analy- 
sis” but who presumably do not expect to become professional accountants. 

The authors have undoubtedly succeeded in covering a lot of territory; 
and their treatment of the subject, on the whole, is reasonably penetrating 
and effective. On the other hand, the value of the somewhat limited dis- 
cussion of some of the topics, to college students or other readers, may be 
questioned. To those teachers of accounting, for example, who have been 
trying for many years to achieve on their own part some degree of under- 
standing of the very difficult problems underlying consolidated corporate 
reports and the thoroughly baffling questions of technique associated with 
such problems, the attempt to attack this subject seriously in the twenty 
pages or so of the tenth chapter of a book designed for students with no 
previous background in the field will appear to be a rather hopeless under- 
taking, even if it be assumed that the instructor in charge is exceptionally 
gifted and compelling. Similarly, to mention a minor instance, the rather 
technical discussion of surplus reconciliation on pages 38-40 seems to be 
out of place. 

Notwithstanding the emphasis upon the analytical problems of account- 
ing and adherence in the main to sound positions (in the discussion of bond 
discount, for example), the critical reader will not be satisfied with the 
extent to which traditional points of view and procedures are carefully 
appraised and forward-looking doctrines and techniques are vigorously 
espoused. Some such readers, for example, will consider the comments on 
the significance of market value (replacement cost) on page 371 an incon- 
clusive defense for the use of the rule of “cost or market, whichever is 
lower.” The complete acceptance of the outworn tradition of merchandising 
that ‘cost of goods sold’ and other operating charges are fundamentally 
distinct and that “‘gross margin” is a figure of primary importance (page 
207) in the income report will be disappointing to some, particularly since 
this treatment has no application whatever in many fields of business and 
has been abandoned by the accountants of many leading industrial enter- 
prises. In the discussion of bases of valuation, not badly done in the main, 
one looks in vain for a clear-cut statement of the significance of cost as 
a measure of economic commitment or sacrifice and the relation of a 
changing price level to the problem of expressing such cost. One wonders 
just what is meant by the statement (page 421) that the sinking fund 
method of spreading depreciation is “far less defensible” than the so-called 
annuity method because of the “inherent assumption that the interest will 
be earned,” especially in view of the later suggestions (pages 449-451) 
looking toward the recognition of implicit interest in the valuation and 
amortization of leaseholds. In the discussion of the distinction between 
capital and revenue charges, further, it would have been pleasing to have 
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found explicit acknowledgment of the view that any expenditure under ; 
prevailing set of circumstances necessary to achieve a desired result in the 
future, regardless of the effect upon volume of revenue or unit costs, may 
be properly deferred. 

The authors approach the subject of ‘‘debit and credit” in a thorough 
rational way and properly insist that it is an understanding of busines 
transactions and of their effects and implications in terms of a particular 
enterprise, rather than mastery of any set of technical rules, which is the 
goal of the budding accountant. The analysis of the sale transaction in this 
connection (pages 74-75) is rather meager. It is annoying to find (page 86) 
favorable reference to the use of the terms “real” and ‘‘nominal”’ in account 
classification. It is to be doubted if the figures used (pages 13 and 14) to 
illustrate the cycle of operations will be helpful to many readers, and the 
same may be said of the equation on page 148. More use of the term “cost” 
in lieu of “asset’’ would be advisable in the discussion of basic types of 
transactions, and in the table on pages 54 and 55 the use of the phrase 
“offset by” is unfortunate; “accompanied by” would be much better. In the 
manufacturing statement on page 31 the fact that ‘‘materials used” would 
presumably be included in a number of factory overhead items seems to 
be ignored. 

The eight functions of the accounting department described on pages 6-9 
should be boiled down; the third and fifth functions as stated are really 
phases of the second, and the fourth activity listed, if it means anything 
definite, is included in the first. 

Problem material is included at the end of each chapter; and Appendix A 
consists of two ‘‘practice sets.” Appendices B and C consist of interest and 
bond tables, always a desirable feature. 

W. A. Paton 

University of Michigan 
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Ayer, L. J. and AsHLEy, P. P. Cases on business law, with notes and problemi. 
Rev. ed. (New York: Prentice-Hall. 1935. Pp. xxx, 1291. $4.50.) 

BABSON, R. W. Investment fundamentals. 3rd rev. ed. (New York: Harper. 
1935. Pp. 352. $3.) 

Bakr, J. B. and Wooprurr, G. P. Commodity exchanges. 3rd ed. (New York: 
Harper. 1935. Pp. xviii, 319.) 

Biack, H. L. and Hart, M. K. Has the New Deal promoted or retarded 
business recovery? America’s town meeting of the air no. 6. (New York: 
American Book. 1935. Pp. 32. 10c.) 

BONNEVILLE, J. H. and Dewey, L. E. Organizing and financing business, with 
questions and problems. Rev. ed. (New York: Prentice-Hall. 1935. Pp. x", 
476. $5.) 

This rather ambitious title is scarcely justified by the treatment which {dl 
lows. The revised edition, like the original one published in 1932, is on the 
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whole descriptive, dealing largely with the nomenclature of finance rather 
than with the procedure in organization or financial policy. 

The book treats of corporation finance as a whole making no attempt to 
distinguish financial methods peculiar to the traditional classes of railroads, 
public utilities, and industrials, although a chapter on real estate finance is 
included. On the other hand, the subject is given a broad scope including 
chapters on the form of business organization, selling securities, investment 
principles, credits and collections, insurance against business risks and business 
combinations. In keeping with the broadness of scope, the work has almost 
no concrete examples drawn from the field of finance. 

Each chapter is accompanied by a list of brief topical questions and problems 
which on the whole are well selected and should prove a valuable aid to 
teachers. Bibliographical references also accompany each chapter. These, how- 
ever, are unselective in character and would result in needless repetition should 
the student attempt to follow even a few of the citations. The diversity of 
subject matter along with its descriptive character commends the book for use 
in institutions where only one course in this extensive field is undertaken. 

J. E. KirsHMAN 


Bruck, W. F. The road to planned economy: capitalism and socialism in Ger- 
many's development. (New York: Oxford Univ. Press. 1934. Pp. xii, 149. 
$1.25. 

Brine ae F. F. Questions and problems for corporation finance. (New York: 
Harper. 1935. Pp. 52. 25c.) 

Corr, R. and Frazer, C. D. Rex Cole on salesmanship. (New York: Forbes 
Pub. Co. 1935. Pp. 253. $2.50.) 

Couns, V. D. World marketing. (Philadelphia: Lippincott. 1935. Pp. 327. 
$2.50. 

Ror J. C. and SENTuRIA, J. J. Business and government. Am. primers no. 
7. (Chicago: Univ. of Chicago Press. 1935. Pp. 47. 25c.) 

ELDER, R. F. Fundamentals of industrial marketing. (New York: McGraw-Hill. 
1935. Pp. viii, 317. $3.) 

On the jacket of this volume unfortunately the publishers state that “the 
treatment is based on the idea of a comprehensive development of a sales 
plan and relates actual practice in industrial marketing to economic principles.” 
This pronouncement throws an undue burden on the volume which is nowhere 
claimed by the author and which belies its character. In only one respect is there 
an attempt to develop an economic thesis in the book. It is held that the de- 
mand for industrial goods is secondary (derived) and comparatively inelastic, 
and hence the majority of industrial goods may enjoy broadened markets only 
from an increase of ‘‘the impelling demand from the primary consuming mar- 
ket” (p. 7) and not through a lowering of the price level. Further, since “‘com- 
petition based on price alone is usually ruinous . . . the best way . . . to evade 
the rigors of price competition lies in the direction of skillful merchandising” 
(p. 229). However, this thesis is not applied rigorously throughout the volume, 

tor in other connections it is noted that new equipment may be sold even if 
markets for consumers’ goods are not expanding if it makes possible “sub- 
stantial economies’’ (p. 6) for “probably the strongest industrial buying motive 
is the desire to produce goods at lower cost” (p. 18). Obviously, lowering of 
price must be an important factor influencing industrial purchases that arise 
out of the desire for economy in production. 
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From the standpoint of economic theory there is involved here the fund: 
mental question of the relation between the prices and volume of production 
of industrial goods and consumers’ goods incomes and spend. 
ing. It is an over-simplification of the problem to assume that in general the 
demand for industrial goods is inelastic and that the expansion of the industri: 
goods market must wait upon the consumers’ goods market; for this thei 
disregards not only differences in elasticity between industrial goods and betwee 
time periods but also the réle of interest rates. Judging from a number of dj. 
tinctions in the work, it seems clear that the author is aware of the weakness of 
this generalization when stated without qualification and that its presence is 
obiter dictum in a volume intended only as a contribution to the field of bus. 
ness administration. Professor Elder’s work is essentially a careful, well-written 
addition to marketing literature and should be well received in the business fieli 
and by marketing students, but does not attempt to throw any new light o 
economic principles. 


E. T. GRETHER 


ELLISON, E. J. and Brock, F. W. The run for your money. (New York: Dodg 
Pub. Co. 1935. Pp. 272. $2.50.) 

FALK, A. T. Books for the advertising man: a classified bibliography on adverii. 
ing, marketing, and related subjects. (New York: Bur. of Res. and Educ, 
Advertising Fed. of America. 1935. Pp. 24. 50c.) 

FERNALD, C. H. Salesmanship. Rev. ed. (New York: Prentice-Hall. 1935. Pp. 
558. $5; text ed., $3.) 

FERNSTROM, K. D., and others. Organization and management of a busine 
enterprise. (New York: Harper. 1935. Pp. xi, 703. $3.50.) 

Frey, A. H. Cases and statutes on business associations. (Chicago: Callaghan. 
1935. Pp. 1358. $6.50.) 

Ga.LLoway, G. B., and associates. Industrial planning under codes. (New Yor: 
Harper. 1935. Pp. xili, 428. $4.) 

Several former NRA code administrators and others acquainted with cer 
tain of the industries surveyed, present a “study in industrial planning « 
affected by the adoption and administration of codes of fair competition.’ 
In the preface, “industrial planning” is described as ‘concerned with coéper: 
tion between individual enterprises through central agencies in the determin 
ation of broad general policies designed to erect standards for, and exercis 
control over, production, marketing, finance, employment and labor relations.’ 

The authors have divided the book into three parts: (1) the subject of 
industrial planning before and during the NRA in general terms; (2) the 
development of planning before and during the NRA, as well as the difi 
culties of planning, in each of 15 selected industries’; (3) a concluding 
division notable for a chapter on “Industrial planning and ‘fair competition ” 
by Lewis L. Lorwin, which serves as an interpretative summary of the book 
An appendix contains a selected bibliography on industrial planning, wit 
the references classified chronologically. 

The following points stand out: (1) The possibility and desirability of the 
reéstablishment of a system of relatively free prices is cast aside with little mort 
argument than the statement that ‘45 years of effort to maintain competition 
and a free market through the anti-trust laws failed to protect small busines 
enterprise and to prevent the growth of mergers” (p. 37). (2) The omissio 
of consideration of the alternative type of planning which we may call “soci 
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‘a which the government's réle is that of the instigator of planning and of 
specific plans, instead of merely that of approving or vetoing plans originated 
by industry. That government's veto rdle means little under a cartel system 
(which is the system called for under industrial planning) is evidenced by 
German experience.” (3) The omission of consideration of the economic con- 
sequences of a cartel system, except in Lorwin’s summary essay in which he 
says concerning the views of his collaborators, ‘‘It is characteristic of the 
effects of the NRA in this respect, that the authors of the preceding chapters 
do not question this concept of ‘monopoly planning.’ Practically all of them 
start out in their analysis of the problems of their respective industries with 
emphasis upon the conditions of ‘overcapacity’ and make no attempt to 
consider the interrelation of capacity to economic needs or potential demand” 
(p. 416). (4) The conclusion reached by contributors of essays on some of 
the industries surveyed and by Lorwin in the summary chapter, that the NRA, 
particularly as it was actually administered, did not represent much progress 
in industrial planning. For this failure, Lorwin offers nine illuminating rea- 
sons, some of which, such as “the — of bargaining groups” and “a re- 
strictive concept of balancing supply and demand” appear to the reviewer to 
be attributes of any system of planning dominated directly or indirectly by the 
producer groups. (5) The excellent summaries of the problems of major 
industries and the results to date of attempts to solve these problems by in- 
dustrial planning. The — of the “problem of overcapacity’ in the 
cotton textile industry, by George A. Sloan, of conflicting interest of various 
groups in the petroleum industry, by Ruth M. Ayres, and of the “chronic 
instability’’ of the lumber industry, by Carl Bahr, are examples of the sig- 
nificance of Part 2 to students of current economics. (6) Lorwin’s summary 
essay which raises a number of thought-provoking points concerning the 
merits, the objectives, and the means of controlling the economic system, most 
of which, though not all, will meet the approval of economists. The significance 
of the earlier chapters is enhanced as one views them as background for this 
summary essay. 
R. B. HEFLEBOWER 


Gay, C. R., and others. Corporate relations with investors and stockholders. 
Finan. manag. ser. no. 47. (New York: Am. Manag. Assoc. 1935. Pp. 20. 
50c. ) 

HANSELMAN, G. R. Cases on business law. Vols. 1 and II. (Ithaca: Author. 
1935. Mimeographed. ) 

Harris, G. L. Business offices: opportunities and methods of operation. (New 
York: Harper. 1935. Pp. 248. $2.50.) 

HoLtan, W. L., editor. Commodity control in the Pacific area. (London: Allen 
and Unwin, under the auspices of the secretariat of the Institute of Pacific 
Relations. 1935. Pp. 452. 25s.) 

HoitzcLaw, H. F. The principles of marketing. (New York: Crowell. 1935. 
Pp. viii, 694. $3.75.) 

Professor Holtzclaw, whose text in Agricultural Marketing is well known to 
students of applied economics, here gives a comprehensive treatment of the 
subject in the light of present-day conditions. Following the approved func- 
tional approach, the first part of the book treats of the methods of marketing, 


_ ‘Robert A. Brady, The Rationalization Movement in German Industry, Univ. of Cali- 
lornia Press, 1933, p. 369. 
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the services of middlemen, direct selling, and codperative marketing. The |x. 
ter portion of the text is devoted to a treatment of the detailed functions of 
marketing, and follows closely the classification employed by most writers iz 
this field. Separate chapters discuss speculation, price policies, brands; and ; 
final chapter gives an excellent treatment of the elements of efficiency in my. 
keting. 

The author is quite at home in the treatment of the marketing of agricu. 
tural products, simplification and standardization, and market research. Sony 
may hold that the treatment of the marketing of raw materials and of jp. 
dustrial wholesaling are somewhat inadequate. Others may prefer to have the 
chapter on sales promotion counterbalanced by a chapter on “buymanship,” in 
which the author would pay his respects to the pioneer work of Consumey 
Research; and others may feel that a separate treatment of the relation of the 
state to marketing would be a welcome addition. 

The book contains an adequate index and each chapter is supplemented by 

useful questions and problems. 


J. S. Rosinson 


| HOLZMAN, G. and BARTHOLEMEW, J. R. Interest cost tables. (New York: Av. 

’ thors, 44 Pine St. Pp. 89. $15.) 

Hoppock, R. Job satisfaction. (New York: Nat. Occupational Conf. 1935, Pp 
xi, 303. $3.50.) 

HUSBAND, G. R. and THoMas, O. E. Principles of accounting. (Boston: Hough. 

ton Mifflin. 1935. Pp. x, 801. $4.) 

“It is the purpose of this text,” according to the preface, “to present both the 
practical and theoretical aspects of . . . accounting in such a manner as to 
encourage . . . logical thinking.” Although this balancing of the theoretical 
against the practical is perhaps the most difficult problem in teaching ek- 
mentary accounting, the authors have succeeded substantially in accomplishing 
f their objective. In general, they have selected and emphasized those practicii 
f methods which have a sound theoretical basis, but they have not hesitated to 
make such departures from the traditional and the orthodox as logic and con- 
sistency seem to demand. Important variations to be found in practice are 
usually indicated, but long discussions of controversial issues are avoided. 

‘ The complete accounting cycle, including special journals, the voucher 
| system, controlling accounts, and the preparation of statements, is covered in 
the first quarter of the text. The presentation is clear and adequate though 
quite compact. Approximately a third of the book is devoted to a careful 
study of notes, partnerships, capital stocks, and bonds; in other words, the 
sources from which business enterprises obtain their funds. The correct theo- 
retical treatment of interest and bank discount is emphasized in the chapters 
on notes and bonds. More than the usual attention is given to legal relationships, 
particularly in the chapters on partnerships and corporations. Concise dis- 
cussions of such topics as agency and branch accounting, approval, consign: 
ment and installment sales, returnable containers, premiums, .contractor's «- 
counting, and machine methods, add definitely to the usefulness of the book. 
The inclusion of so many short subjects, however, may have crowded out other 
material of more fundamental importance. It is rather surprising to find in the 
whole book scarcely two pages on depreciation and hile that much on the 
valuation of assets. The problems for class use are abundant and varied. The book 
on the whole is well organized, teachable, and sound in principle. 

RALPH C. JONES 


130 Reviews and New Books [March fae 


the student whose vocation it will be to analyze industrial securities.” They 
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dianapolis: Bobbs-Merrill. 1935. $25.) 

‘reps, G. R. Fraternity finance and accounts. (New York: Author, 11 W. 42nd 

St. 1935. Pp. 224. $2.50.) 
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nanag. ser. no. 46. (New York: Am. Manag. Assoc. 1935. Pp. 34. 75c.) 

Sos cr, E. A. A mortgage analysis: a twenty-eight year record of the mortgages 
| Home Title Insurance Company, 1906-1934. (Brooklyn: Home Title Guar- 

snty Co. 1935. Pp. ix, 81.) 

MAYNARD, H. H., WEIDLER, W. C. and Reyer, K. D. Problems to accompany 

an introduction ‘to business management. (New York: Ronald. 1935. Pp. 86.) 

* sone Rivas, J. The most complete English-Spanish technological dictionary: 
industrial, commercial and scientific words and phrases. (México, D. F.: Tal- 

"0 Linotipograficos de “Excelsior.” 1935. Pp. 842.) 
prey L. D. Merchandising for banks, trust yr and investment 

houses. (Cambridge, Mass.; Bankers Pub. Co. 1935. 390. $5.) 

Mix AKER, F. C., editor. One thousand ways to make one + bee dollars: prac- 
il suggestions, based on actual ex perience, for starting a business of your 

own and mu aking money in your spare time. (Chicago: Dartnell Corp. 1935. 

Pp. 472. $2.50.) 

L. L’impresa nell’ordine corporativo, (Firenze: Sansoni. 1935. Pp. i 

73: 12.) 

iota E. Marketing agreements under the A. A. A. Inst. of Econ. pub. no. 
63. (Washington: Brookings Inst. 1935. Pp. 446. $2.50.) 

Noyes, C. R. The institution of property: a study of the development, substance 
ind arrangement of the system of property in modern Anglo-American law. 
(New York: Longmans, Green. 1936. Pp. xiv, 645. $7.50.) 

ParkER, S. D. Creative selling and sales psychology. Vol. VI. Persuading the 
customer. Vol, VII. Language and effective speaking. Vol. VIII. Anticipating 

ind handling objections. Vol. IX. Closing the sale. Vol. X. Organizing and 
planning for ‘the future. (New York: Bur. of Specialized Bus. Training. —. ) 

PAVER, J. and McCLinTock, M. Traffic and trade: an introduction to the analysis 
of the relationship between the daily habitual movement of people and their 

ade activities in markets. (New York: McGraw-Hill. 1935. Pp. 145. $4.50.) 

Pa EINREICH, G. A. D. The nature of dividends. (New York: Author, 17 E. 42nd 

St. 1935. Pp. xii, 226. $2.50.) 

The law and lay opinion is greatly, confused as to the classification of the 
various types of distributions to stockholders as income or capital returns. The 
literature of finance and accounting is almost barren of any consideration of 
the problem. Hence a careful and complete discussion and analysis, which this 
book gives, is a real contribution. It may be argued that Mr. Preinreich is 
theoretical, and one may disagree with some of his recommendations for ac- 
anata regulation; but few open-minded individuals can read the work 
without stimulation of thought in many new directions. Investment trust man- 
agers and trustees in particular will benefit. It is unfortunate that the style is 
in spots rather difficult to follow. 


W. P. Fiske 


PRIME, J. H. Analysis of industrial securities. (New York: Prentice-Hall. 1935. 
Pp. Xil, 364, $4.) 


The preface states that this book “should serve as a guide for the individual 
investor in analyzing present or prospective investments, and as a manual for 
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THoMPSON, W. R. Accounting systems: their design and installation. (Chicago: 


There 
: TaSalle Ext. Univ. 1935. Pp. iv, 736.) 
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the student whose vocation it will be to analyze industrial securities.” Ther 
is an unusual and desirable emphasis on the economic and industrial backgroun; 
of analysis. A wealth of cited illustrations of various financial and accountiy 
practices will direct those interested to valuable source material. Analysis, hoy. 
ever, is expounded more by illustration than by well-organized description oj 
methods of uncovering the points illustrated. Those familiar with accountig, 
will be shocked by the author's treatment of the important problem of ¢ 
preciation, under which is included depreciation of fixed assets, changes in 
market values of securities and changes in inventories resulting from declining 
commodity prices. 
W. P. Fiske 


Rocers, H. E. Minimizing payroll taxes: a handbook for legal, accountin, 
personnel and finance executives on the requirements of federal and state 1. 
employment and old-age pension laws. (New York: Whittlesey Pub. (o 
1935. Pp. 263, loose-leaf. $10.) 

RussELL, A. L. Contract markets for commodities. Sth printing. (New Yor: 
Russell’s Commercial News. 1935. Pp. 118.) 

SCHEMPP, E. K. Merger merchandising in the packaged food products industn, 
A thesis, Univ. of Pennsylvania. (Philadelphia: Univ. of Pennsylvania. 1933, 
Pp. 121.) 

SHIELDS, H. G. and WILSON, W. H. Business-economic problems. (Cincinnati: 
South-western Pub. Co. 1935. Pp. ix, 713. $1.84.) 

StmMAT, R. The principles and practice of advertising. (New York: Pitman, 
1935. Pp. 518. $3.75.) 

STALEY, E. War and the private investor: a study in the relations of international 
politics and international private investment. (Garden City, N. Y.: Doubleday 
Doran. 1935. Pp. xxv, 562. $4.50.) 

STEEL-MAITLAND, A. The new America. (New York: Macmillan. 1935. Pp. xii 
238. $2.50.) 

In this book, Sir Arthur Steel-Maitland, a member of the British Parliament, 
attempts to explain to English readers the Roosevelt New Deal program. Other 
than an exaggerated concept of sectional differences in this country and some 
faulty ideas of its economic development, his explanation of the occurrences 
and forces which led up to the inauguration of the New Deal program is 
fairly accurate. His brief analysis of the chief provisions of the various New 
Deal acts is good. 

He, along with most other writers, is uncertain as to the ultimate con- 
sequences of the Roosevelt program, but on the whole he endorses the in- 
mediate objectives of most of the new policies. His general conclusion is that 
as a result of the New Deal, America of the future will be quite different from 
America of the past, and he applauds Roosevelt’s experimental policies. 

ARTHUR B. ADAMS 


SwAyZE, F. S., and others. Improved controls for marketing management. Con- 
sumer and industrial marketing ser., no. 19. (New York: Am. Manag. Asso. 
1935. Pp. 56. $1.) 

TEELE, S. F. Expenses and profits of limited price variety chains in 1934. Bull. 
no. 98. (Boston: Harvard Univ. Bur. of Bus. Res. 1935. Pp. vi, 46. $1.) 
TEEVAN, J. C. CPA law questions and answers (examinations, 1925 to 1933): 

(New York: Ronald. 1935. Pp. 265. $3.) 
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THOMPSON, W. R. Accounting systems: their design and installation. (Chicago: 
LaSalle Ext. Univ. 1935. Pp. iv, 736.) 

Unrprock, R. S. A psychologist looks at wage-incentive methods. Inst. of 
Manag. ser. no. 15. (New York: Am. Manag. Assoc. 1935. Pp. 32. $1.) 

WAKEFIELD, R. P. Shipment of samples and advertising matter abroad (revision). 
Trade promotion ser. no. 79, rev. (Washington: Supt. Docs. 1935. Pp. 68. 

a i C. Bankruptcy in United States history. (Cambridge: Harvard Univ. 
Press. 1935. Pp. 195. $2.) 

WeBer, R. H. Dow theory applied to common stock investments. (New York: 
Internat. Press. 1935. Pp. 16.) 

WittiaMs, B. F. and Jester, L. A. Commercial law: a practical presentation of 
commercial law for use in all schools in which the subject is taught. 1935 ed. 
(Des Moines: Accredited Schools Supply Co., 1006 Grand Ave. 1935. Pp. 
230. $1. 

ining P. The mathematical theory of finance. (New York: Macmillan. 
1935. Pp. xii, 280. $2.75.) 

Grocery merchandising: student grocery manager's manual. (Cincinnati: Kroger 
Grocery and Baking Co. 1934. Pp. 179.) 

Investigation of trade practices of big scale retail and wholesale buying and 
elling organizations, hearings, 74th Congress, 1st session, July 31-August 9, 
1935, Rev. print. (Washington: Supt. Docs. 1935. Pp. ti, 150.) 

Investment guideposts: practical discussions for the layman investor. (New 
York: Barron's. 1935. Pp. 83.) 

Revised selection of articles which have appeared in Barron’s under the 
title of “Brass tacks.” 

Problems of the business teacher. 8th yearbook of the Eastern Commercial Teach- 
ers’ Assoc. (Philadelphia: Eastern Commercial Teachers’ Assoc. 1935. Pp. 
xxvi, 451.) 

Reconstruction Finance Corporation act, as amended, and other laws and docu- 
vents pertaining to Reconstruction Finance Corporation. Rev. (Washington: 
Supt. Docs. 1935. Pp. 98. 10c.) 

Retailers manual of taxes and regulations. (New York: Institute of Distribution, 
570 7th Ave. 1935. Loose leaf. $10.) 

Uniform system of accounts for telephone companies, prescribed by the Federal 
Communications Commission in accordance with the provisions of the Com- 


munication act of 1934. (Washington: Supt. Docs. 1935. Pp. 124.) 


Capital and Capitalistic Organization 


NEW BOOKS 


GeRMEs, J. S. Essat sur l’évolution du capitalisme au et au début du XX* 

écle, (Paris: Recueil Sirey. 1935. Pp. 66.) 

HENpRICKS, H. G. The public utility question. (New York: Author, c/o Am. 
News Co., 131 Varick St. 1935. Pp. ix, 148. $2.) 

The author, who was a member of the staff of the Committee of the House 
of Representatives on Interstate and Foreign Commerce investigating public 
utilities, organizes his discussion into seven chapters dealing with the general 
aspects of the utility industry, the problem of control, financial structures, the 
methods used by some holding companies to fleece investors and consumers, 


Labor and Labor Organizations 


>» blic Utility act of 1935, with summary. (New York: Prentice-Hall. 1935. 
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the functions of utility service organizations, and the current political atta; 
upon the holding companies. The material presented consists largely of dz, 
and quotations drawn from governmental reports, particularly those of thy 
Federal Trade Commission and the Federal Power Commission. “The auth, 
gives them for what they are worth—he vouches for neither the statemen 
nor the integrity of either body.” His method is that of using their facts , 
portray conditions in the industry very much as the commissions have foun; 
them, while refusing to accept their conclusions as to the significance of sy¢ 
facts. The numerous quotations are usually given without a definite citation oj 
documentary source. 

As here presented the public utility problem appears to turn upon th 
recognition of the holding company as a “handy agency for the purpose of 
management expansion” in an industry having as its Sandee economi: 
characteristics elastic demand and production under conditions of increasing: 
returns. The holding company has naturally developed in the direction of x: 
integration of enterprises ‘which combine all steps in the industry from th 
very beginning to the delivery of the product to the final consumer.” Mor. 
over, “It has successfully met the situation in which outright consolidation of 
properties would have been impossible on account of state laws, franchise con. 
ditions, provisions of securities issues, local sentimental antagonisms, etc.” The 
attack upon these organizations by politicians fails to recognize their economi 
functions. The author regards with complacency the divorce of control fron 
ownership. “If the management is worth having it should be trusted in. 
plicitly.”” The losses to investors are deplorable, but are such as might k 
expected in any economic enterprise, owing to opportunities for fraud ani 
honest errors of judgment. The admitted financial abuses of the holding con. 
pany carry over to consumers only to a limited extent, through the padding 
of expense accounts and the inflation of rate bases. These a can be 
remedied by state action, although the Supreme Court's habit of circular reason- 
ing as to valuation is found to be troublesome. 

These ideas will appeal to those who favor a hands-off policy of government 
toward the development of great business combinations. In the opinion of 
the reviewer they do not throw much light upon the public utility question. 
If the author believes, as his argument implies, that the program of public 
control should be worked out in the light of the economic characteristics of 
the industry, it would seem that in view of the huge size of various holding 
company groups and their success in evading existing state laws and in pre 
venting the passage of better ones, he might logically favor the federal govero: 
ment as the controlling agency. 


C. E. McNEILL 


Maccrecor, D. H. Industrial combination. Ser. of reprints of scarce works on 
pol. econ., no. 1. (London: London School of Econ. and Pol. Sci. 1935 

PRIBRAM, K. Cartel problems: an analysis of collective monopolies in Europe 
with American application. (Washington: Brookings Inst. 1935. Pp. x, 287. 
$2.50.) 

Spurr, H. C., editor. Public utilities reports (new series) containing decision 
of the regulatory commissions and of state and federal courts. Vol. VIII. (Wash- 
ington: Public Utilities Reports, Inc. 1935. Pp. xxxi, 615.) 

ROBINSON, G. H. Cases and authorities on public utilities. 2nd ed. (Chicago: 
Callaghan. 1935. Pp. xxxvii, 884.) 
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attad pyblic Utility act of 1935, with summary. (New York: Prentice-Hall. 1935. Pp. 
oF dary 77.) 
Labor and Labor Organizations 
ements MR 7 zbor Relations Boards: The Regulation of Collective Bargaining under the 
le National Industrial Recovery Act. By Lewis L. LoRWIN and ARTHUR 
f = WuBNIG. (Washington: Brookings Inst. 1935. Pp. xiv, 477. $3.00.) 
10N ¢f Detailed account of the work of the several labor boards established 
, between the enactment of the Recovery act and the Schechter decision, of 
he the “common law’ of industrial relations they developed and of their 
ve clarification of the concept of collective bargaining, is useful and timely. 
easiny The basic principles and canons worked out by the National Labor Board, 
of a the National Labor Relations Board, and the various other quasi-judicial 
Mn the tribunals of 1933-35 appear in the provisions of the National Industrial 
“~~ Relations law of 1935; and, unless the legislative tendency—manifested in 
ene the Clayton law, the Railroad Labor act of 1926, the Norris-La Guardia law 
” The of 1932, and Section 7(a) of the Recovery act—to fortify the right of 
nomic collective bargaining by imposing restrictions upon employers’ interference 
| em with efforts of employees to organize for exercise of this right reverses 
ht by itself, the rulings of these boards will constitute an important part of the 
4 and future legal foundations of industrial relations. 
com The difficulties under which these boards labored, portrayed in pains- 
dding taking fashion by the authors, were tremendous. Section 7(a) was ambigu- 
an b ous to begin with; the bi-partisan composition of the National Labor Board 
— caused it to be of two minds on all fundamental questions, and especially 
nment to be divided originally on the enforcement issue; the staffing for concilia- 
on of tion and mediation activities was inadequate; the statute had at the start 
stion to be interpreted without the National Labor Board’s having first secured 
publi a formal grant of authority to do so; code compliance machinery was un- 
‘dine wicldy and action of the Department of Justice when cases were referred 
1 pre to it extremely slow; ultimate power of administering discipline in the 
yvern: event of non-compliance with rulings lay outside the reach of the boards; 
the authority of the National Labor Relations Board was weakened by the 
ILL President's action in the Jennings case; the grim determination of anti-union 
— employers not to permit labor organizations to gain from Section 7(a) 
1935 could not be shaken. Proceeding under these and other difficulties, the 
boards had to administer the statute in accordance with their conception of 
its meaning—to read content into the terms “interference, restraint, and 
7 coercion,” to establish mechanisms for ascertaining the identity of workers’ 
¥ representatives, to decide whether reasonable interpretation of the statute 
V/ash- permitted workers to be represented by organizations as well as by individ- 
uals, delicately to balance controversial issues in cases of discrimination, to 
cago determine the status of company unions and of the closed shop, to decide 
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whether representatives of the majority had the right to negotiate with 
the employer for all employees, to set up criteria of “reasonable effort” tp ( 
reach a collective agreement by the employer, and to define bargaining units HA 
In view of these difficulties and of the baffling character of the issues with " 
which they had to grapple, the sum-total record of these boards as presented 
in the Lorwin-Wubnig book—in spite of the criticism of them from 
employer sources, trade-union sources, left-wing sources, and whatnot 
sources—cannot but excite one’s admiration. The National Labor Board 
it is true, was slow in formulating principles needed in interpreting 7 (a), 
and seemed to proceed a considerable part of the time without a clear idea 
of the doctrinal basis upon which it was operating. The record of the N:- 
tional Labor Relations Board stands out as distinctly superior to that of 
its predecessor; its composition was different, it disengaged itself more fully 
than had the National Labor Board from mediational activities, it was not 
subject to the handicaps of a bi-partisan quasi-judicial body, and by hearing 
arguments upon a preéxisting record rather than by seeking to build up, 
complete new record it was able to avoid much delay and confusion. Break- | 
down of all the boards on the enforcement side was, for reasons already 
suggested, inevitable. The principles enunciated remained affirmations of | 
intent, and they never constituted without question the accepted policy of 
the federal government. 
The body of “common law” built up empirically by these boards—their 
most important contribution—cannot be discussed within the space limiti- 
tions of this review. Messrs. Lorwin and Wubnig regard these principles 
as reasonably construed and calculated to give proper operative meaning to 
the intent of the statute. The book does not concern itself with the under- 
lying question of whether it is good public policy to promote collective 
bargaining, to prohibit anti-union contracts of employment, and to restrain 
employers from imposing company unions on their employees; nor does it 
treat the constitutional issues. Some readers probably will wish the authors 
had gone a trifle farther in discussing the workability of the principles 
established by the boards and the broader problems emerging from this 
kind of relationship of government to industry. This criticism the present 
reviewer is not inclined to stress. The authors have done what they set out 
to do, and have given us a detailed and competent account of one of the K 
most interesting and significant phases in the annals of American industrial 
relations. 


RoyAL E. MONTGOMERY L 
Cornell University 


NEW BOOKS L 


ALDERFER, E. B. Earnings of skilled workers in a manufacturing enterprise, I 
1878-1930. (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. xi, 88. 
$1.50.) 
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with ENGELS, F. The British labour movement: articles from “The Labour Standard.” 
” to (New York: Internat. Pubs. 1936. <a 46. 15c.) 
hits, Harpy, J. The clothing workers: a stu 


y of the conditions and struggles in the 
needle trades. (New York: International Pubs. 1935. Pp. iv, 256. $3.) 

ated This volume lacks neither vigor nor interest; Mr. Hardy does not spare 
| language in discussing his subject. The author is a thorough-going sympathizer 


on with the “left-wing” of the labor movement. The main thesis of the book 

inot is to demonstrate that the struggle of the clothing workers “includes a record 

ard, of advances and achievements won through militant action. It includes also a 

(a), record of retrogression wherever and whenever conservative unionism has been 

ideq able to check and divert the fighting sentiment of the rank and file.” The 

N doctrine of the class struggle and the action of the masses in opposing the 

‘3 policies of class-collaborating union leaders form the chief topics of dis- 
ot cussion throughout the treatise. Left-wing industrialism is held out to be the 
ully sole policy which will satisfy the demands of the great mass of the needle 
not trades. The left-wing industrials now seek, under plea of the united front, re- 
ing afhliation with the A. F. of ae organizations; but the author warns the 
ms A. F. of L. leaders that “if a policy of mobilizing the entire strength of 

P the needleworkers for effective offensive against the employers is again met 

“a B® by expulsions, blacklisting, slugging, and other forms of terror these officials 

ad will find the clothing workers of today determined upon united, militant, 

class-struggle organization and activity.” 

- of The earlier part of the volume describes labor organization in the garment 
trades largely in terms of the rise of rank and file _— against the con- 
servative and class collaborating tactics of the leaders of the standard or- 

he ganizations. The ultimate appearance of left-wing unions and their struggle with 

Ita: the A. F. of L. leaders is described in much detail. 

dles The impression is gained that only under a left-wing leadership and phi- 

to losophy has any measure of success for these workers been achieved, that 

wi the conservative union leadership has managed to compromise the workers’ 

3 standard of living well nigh to the bottom. The policies of the Amalgamated 

“a Clothing Workers in codperating with employers in shop efficiency and waste- 

ain | elimination and the participation of this organization in a banking enterprise 

it ' are held out to indicate a veritable bankruptcy of union leadership. Union- 

‘ors management codperation would seem to have no place in the author's vo- 

sles cabulary. 

his In general the volume serves a valuable purpose in revealing the left-wing 
point of view and contributes to a better understanding of the developments 
ent of the last decade in the needle trades area. 

out HERBERT MAYNARD DIAMOND 

the 


KRoEGER, G. Probleme der Arbeitslosenfursorge in den Vereinigten Staaten von 

na Nordamerika unter besonderer Berticksichtigung der Jahre 1929 bis 1933. 
(Berlin: Emil Ebering. 1935. Pp. 167. RM. 6.60.) 

f Lescouter, D. D. and BRANDEIS, E. History of labor in the United States, 1896- 
1932. Vol. Ill. Working Conditions by Don G. Lescoutrr. Labor legislation 
by ELIZABETH BRANDEIS. (New York: Macmillan. 1935. Pp. xxx, 778. $4.50.) 

LEVINSON, E. I break strikes! The technique of Pearl L. Bergoff. (New York: 

a McBride. 1935. Pp. 314. $2.50.) 

98 LuMPKIN, K. D. and Comss, M. V. Shutdowns in the Connecticut Valley: a 

study of worker displacement in the small industrial community. Stud. in hist., 

vol. xix, nos. 3 and 4. (Northampton: Smith College. 1934. Pp. 139-270.) 


March 036] Labor and Labor Organizations 137 


136 Reviews and New Books [ March 


This first publication of the Smith College Council of Industrial Studi 
goes further than earlier studies of plant shutdowns, and investigates effec 
upon the entire community as well as upon the workers displaced. A catefi) 
study of a small area, it is suggestive of a wide range of problems resulting 
from the closing of plants. A foreword by Professor Esther Lowenthal taise 
the question of why industries move, although in this case the “instinctiy 
secrecy” of business made it impossible to learn the answers. The — i 
posed, however, whether the gains are of a permanent nature or lie only in 
immediate advantages from temporarily cheaper labor supply. The economi 
waste in sacrificing a community and a generation for such temporary gain \ 
clear. Local governments are inadequate to meet these problems. 

The area chosen for this investigation was the Connecticut Valley in westem 
Massachusetts. Ten per cent of the concerns reported in 1929 had shut down by 
1933, causing, after allowance for new industries, a net loss of about 11 per 
cent of the 1929 jobs. A detailed investigation was made of one town. Care. 
ful study of a group of displaced workers and their experience since the shut. 
down resulted in the now familiar story: little work, great decline in earning 
for those employed, wholesale depression of standards of living. For the tows 
the effects were seen in declining revenue, increasing expenditures, adjustment 
through economies in education and other services, and attempts to meet the 
mounting relief burden at low cost. To increase jobs, a new concern was in- 
duced to settle in the town. Balancing the reduced unemployment and relie 
load and increase in business against the expense to the town and the excep 
tionally low wages of the new factory, the author is doubtful of net gain, and 
questions also this “one-sided” solution to a local problem by bringing : 
plant from another community. She concludes, ‘About all that can be said 
of local efforts is that they were at cross purposes throughout, and were 
inevitably, so pressing and contradictory were the needs and interests of the 
community as a body of people’’ (p. 240). 

Full statistical detail is given in 62 tables in the text and Appendix A. In 
a few cases the form of table is poor; stud headings are not clear in Table 
1, 2, and 3, and Table 30 is incomprehensible because of lack of definitions 
and apparent failure of items to total correctly. The schedule used in the field 
study is included as Appendix B. 

EMILY CLARK Brown 


McCasgE, D. A. The National Labor Relations act. (Princeton: Princeton Univ 
Press. 1935. Pp. 24. 60c.) 

McKEE, S. JR. Labor in Colonial New York, 1664-1776. (New York: Columbi: 
Univ. Press. 1935. Pp. 193. $3.) 

OcBuRN, C. The National Labor Relations act: its constitutionality, (Washing: 
ton: Am. Fed. of Labor. 1935. Pp. 58.) 

PERLMAN, S. and Tart, P. History of labor in the United States, 1896-1932. 
Vol. IV. Labor movements. (New York: Macmillan. 1935. Pp. viii, 683. $4.) 

PETERSON, C. W. The wage level and its employment effect. (New Yotk: 
Author, c/o Dixie Bus. Book Shop. 1935. Pp. 24. 25c.) 

Rorty, M. C. A background for labor relations. Gen. manag. ser. no. 125. (Nes 
York: Am. Manag. Assoc. 1934. Pp. 12.) 

Ryan, F. L. The rehabilitation of Oklahoma coal mining communities. (Norman: 
Univ. of Oklahoma Press. 1935. Pp. 120. $1.50.) 

Under a somewhat ambitious title Dr. Ryan has written a slim volume about 

the coal miners of Oklahoma. In 1935 the proportion of the population o 
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dies relief in the coal counties ranged from 35 to 93 per cent. As the author 
ects points out, the Oklahoma situation exemplifies that of the coal industry through- 
efu! out the United States. Unemployment and falling wages of coal miners, 
ting born of mechanization in the mines and the competition of other fuels, long 
Me antedated the depression; and whatever recovery we can hope for in the near 
tive future is not likely to restore jobs or adequate wages to the bulk of the miners, 
D is unless indeed the controls created by the Guffey law score an unexpected vic- 
y in tory. 
m Dr. Ryan’s sketch of the growth of the Oklahoma coal industry is clear and 
n i orderly. Most interesting is the description of the small mines and the co- 
operative mines selling in the nearby farming areas, and the extent of digging 
Fern by “intruders” who illegally entered and took coal in the Segregated Coal 
1 by Lands, especially between 1910 and 1920, thus apparently anticipating the 
ne: coal bootleggers’”’ so prevalent in recent years in Pennsylvania. The decline 
ae. MEP of the industry began in 1922. Dr. Ryan gives ten causes, most of them familiar 
hut to those knowing something of the coal industry elsewhere. 
‘ns [l= The concluding chapters of the monograph (24 pages) discuss, somewhat 
wo [Ee inadequately, proposals for rehabilitation, ranging from a modest “minimum 
ents S program” to far-reaching departures from private enterprise. Under the former 
the [Ee is described interesting work already in progress, under which unemployed 


i. We miners are being used to fill in and drain the 20 to 30 foot holes left from 
lig FBP old strip mine workings which menace health and safety and constitute a 


p J dangerous fire hazard in the coal areas. Such work at least exemplifies socially 
and é productive use of the unemployed. As for the far-reaching proposals, they sug- 
o) Me gest, a little vaguely, various forms of economic organization under which the 
said coal miners might produce power to electrify the farming areas of the state, 


§ » thus raising the standard of living for both miners and farmers. 
h ELIZABETH BRANDEIS 


tb BSentursa, J. J. Strikes. Am. primers, 6. (Chicago: Univ. of Chicago Press. 1935. 
sis Pp. 53. 25c.) 
ae SPENCER, W. H. The National Labor Relations act. (Chicago: Univ. of Chicago 
Press. 1935. Pp. 1X, 98. $1.) 
A careful and detailed explanation of the scope, purposes and implications 
of the Act. 
SSTEVENSON, R. A. and VAILE, R. S. Balancing the economic controls: a review 
™ = of the economic studies of the Employment Stabilization Research Institute, 
| University of Minnesota. (Minneapolis: Univ. of Minnesota Press. 1935. 
bi: PP. vil, 96. $1.50.) 
Bl HOMPSON, L. A., LAURENCE, D. C. and ALLARDYCE, A. Interview aids and 


™ trade questions for employment offices. (New York: Harper. 1936. Pp. xvii, 
173. $2.50.) 
)39 pUrHorr, W. H. The Kohler strike: its socio-economic causes and effects. (Chi- 
4) cago: Kerr. 1935. Pp. 139. $1.50.) 
vk pWoytinsky, W. Three sources of unemployment: the combined action of popu- 
§ ation changes, technical progress and economic development. Stud. and rep., 
Jew ser. C, no. 20. (Geneva: Internat. Labour Office. 1935. Pp. viii, 166. $1.25.) 
» The reader will see how the method enables him to distinguish what frac- 
an | tions of the fluctuations in employment and unemployment can be attributed 
to demographic factors, to the increase in individual output and to changes in 


out fee the volume of production, respectively. The value of such a distinction is 
on § obvious, since it would enable the various causes of disturbances on the labour 
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market to be to some extent localised. The conclusions are, it should be not 
advanced with due reservations, for their positive value is inevitably affected by 
the degree of approximation of the available statistics.” 

Are trade unions obstructive? An impartial inquiry. (London: Gollancz. 193; 
Pp. 349. 5s.) 

Dominion of Canada: report of the Department of Labour for the fiscal yea 
ending March 31, 1935. (Ottawa: H. M. Stationery Office. 1935. Pp. 84. 25c.) 

Facts and figures: a handbook for labour speakers. (London: New Fabian . 
search Bur. 1935. 6d.) 

Holidays with pay for seamen. Preparatory maritime conf., rep. ii. (Gener: 
Internat. Labour Office. 1935. Pp. 101.) 

Hours of work on board ship and manning. Preparatory maritime conf., tep, 
(Geneva: Internat. Labour Office. 1935. Pp. 180.) 
The I.L.O. year-book, 1934-35. Vol. I. Vol. I. Labour statistics. Sth year of issue 
(Geneva: Internat. Labour Office. 1935. Pp. vii, 560; iv, 252. $2; $1.) 
Labor and the codified construction industry under the NRA. (Washington: 
A. F. of L. 1935. Pp. 24.) 

Labour organization in Canada: twenty-fourth annual report for the calendar yew 
1934. (Ottawa: H. M. Stationery Office. 1935. Pp. 217. 50c.) 

Machinery, employment and purchasing power. (New York: Nat. Industria 
Conf. Board. 1935. Pp. xiii, 103. $2.) 

A factual study dealing with the nature and causes of unemployment; the 
growth of the working population and shifts in occupations; the growth of 
mechanization and its effect on employment; wage rates and earnings; and the 
subject of overproduction. 


National Mediation Board: first annual report, including the report of the Ni 
tional Railroad Adjustment Board. (Washington: Supt. Docs. 1935. Pp. y, 
69. 10c.) 

The record of the second labour government. (London: Labour Party. 1935. 
Pp. 16. 1d.) 


Statistical analysis of carriers’ monthly hours of service reports for the year ended 
June 30, 1935. (Washington: Supt. Docs. 1935. Pp. 25. 10c.) 

Trades Union Congress: sixty-seventh annual report. (London: Trades Union 
Congress. 2s. 6d.) 

Unemployment: an international problem. Report by a study group of members 


of the Royal Inst. of Internat. Affairs. (New York: Oxford Univ. Press. 1935 
Pp. viii, 496. $10.) 


Money, Prices, Credit and Banking 


Money. By EpwiIn W. KEMMERER. (New York: Macmillan. 1935. Pp. 
xii, 406. $2.50.) 

The first half of a textbook, of which the other half will deal chiefly 
with banking, this volume contains two quite distinct parts, one theoretical 
and the other historical. The nine theoretical chapters present a concise and 
careful restatement of those fundamentals of money which pertain to mon- 
etary standards and to the determination of price levels and rates of for 
eign exchange. As the entire treatment is based, according to the preface, 01 
lectures delivered to college classes over a period of about 30 years, the 
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principles expounded naturally show a marked resemblance to the theories 
Professor Kemmerer has so ably supported in the past. 

Those who believe in the existence of fully revealed and timeless eco- 
nomic truths will be heartened by the discovery that the statement of the 
quantity theory follows closely that contained in the author’s Money and 
Credit Instruments in Their Relation to General Prices, published in 1907. 
The : of the equation of exchange has, it is true, undergone the 

ence of Professor Fisher, and there have been a few alterations in the 
wen things that are expected to be equal; but the very plausible adaptation 
of the quantity theory of money to a credit economy which was, together 
with its equation of exchange, the contribution of that most influential 
monograph, remains practically unchanged. Professor Kemmerer may of 
course be correct when he states that “‘a large majority of scientific econ- 
omists both in the United States and abroad, who have worked intensively 
in the field of monetary theory, accept some form of the quantity theory 
of ey and, indeed, his own formulation of the theory may be the 
I final truth, despite his remark that “‘on this subject, doubtless, the last word 
has not yet been said.” But it is rather discouraging to learn, by the im- 
plications of his unchanged position, that nothing very significant has been 
added to our knowledge of the interrelations of money, credit and prices, 
by the thousands of words that have been said by scientific and other econ- 
omists during the past three decades. 

The historical section consists of six chapters dealing respectively with 
the assignats, the paper standard in England from 1797 to 1821, the green- 
backs, Germany’s experience with inflation from 1914 to 1923, French 
ind American bimetallism, and the silver controversy in the United States 
before 1900. These offer excellent material for a ‘‘case’’ study of monetary 
principles. Containing much more than the few ornamental details by 
which history graces some textbooks, they supply a useful framework on 
which to build a theory. And as they have been written quite objectively, 
that theory need not be the one developed in the preceding chapters. 

Professor Kemmerer does not apply the fundamentals described in this 
book to current problems. That task he has left to the volume on banking, 
how in preparation. 

K. M. ARNDT 

University of Nebraska 


The Problem of Credit Policy. By E. F. M. Durbin. (New York: Wiley. 
1935. Pp. xvii, 267. $3.00.) 

Frank Pakenham, writing in The Spectator, said: “We can warmly con- 
gratulate Mr. Durbin on a work that lifts him at a bound out of the 
work-a-day economists, places him at the head of his generation and brings 
him to the fringe of the Harrod, Robertson, Robbins, Keynes, Pigou cate- 
gory.” It is difficult to review in detail and in short compass a book which 
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has received such high praise. Since, however, Credit Policy is propheti 
as well as symptomatic of recent monetary theory, it may be well to pr. 
sent some of the broader developments which are evident in the book 
Likewise, since it is the hope of Mr. Durbin that his book may be use} 
as a guide by central bankers (p. xxi), the position of the central banke 
in these developments may be indicated. Two will be mentioned: the firy 
is the trend toward greater complexity; the second is that toward mon 
rapid change in theory. 

The modern central banker who pays attention to the work of the new 


theorists is confronted with a much more complex system of theory tha A 
was his predecessor. It took a long time for central bankers to becom: beli¢ 
convinced that there are any relationships between money, credit, anj — 
prices or that central banks have amy control over the volume of mong esse. 
and credit. Monetary theorists spent much energy in trying to demonstrat: _ 
very broad relationships between such magnitudes. They emphasized the the 
quantitative aspects of credit control. Now some theorists tell the centri - 
bankers that these broad generalizations are practically worthless or wors, prt 
They emphasize the qualitative aspects of credit control and tell the centr — 
banker that his problem is much more complex. For example, Mr. Durbin e 
believes ‘that a reasonably powerful central control could, by pursuing sg 
a sufficiently complex long-term policy, succeed in salvaging the real social also 
capital invested in the industries producing instrumental goods” (p. 239), the 
Of course, it is not mere complexity which Mr. Durbin recommends, He obj 
discusses in his book “the methods by which the correct policy or policies \P: 
could in practice be implemented” (p. xx). : 
Many writers who have despaired of discovering any long-run con- _ 
sistency in the policies of central bankers have essayed the similar task of Ay 
showing central bankers how the proper consistency may be attained. And _ 
yet, if central bankers would follow each new suggestion, their polic - 
would be scarcely less confusing than it has been. For, although economist tra 
were once accused of defending theories long after they had been dis = 
proved, monetary theory is now following the fashion of great change he 
Monetary theorists have given up the defense—even of their own earlict fre 
positions—and have launched a confusion of new attacks. It is not only val 
in ‘‘the first attempts’ of young writers that great changes from oldet - 
ideas are discovered. The ideas presented by some theorists change from 
book to book, and even within a single volume. Thus a central banker 
might not have a consistent policy even if he were to follow the current M 
ideas of a certain specified writer. Mr. Durbin, for example, has the follow: 
ing interesting comments to make upon the conclusions which he pre 
sented in a book written in 1932: “It no longer seems to me to be true 
that the only method of bringing equilibrium out of trade-cycle fluctu m 
tions lies in further deflation during the period of depression” (p. 239). rn 


He now says that to advocate deflationary measures under conditions such 
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ys existed in England and America in 1932 “is a pedagogical imperti- 
nence” (p. 223). In 1932 he was sure that he was right. Now he is sure 


as both that he was wrong and that he zs right. It is from reading the litera- 
os ture of the field that one gradually gains a certain sympathy for the cen- 
ker tral banker. Nor does the reviewer say this to be facetious. He would de- 
* fend to the last the right to change one’s mind. The real difficulty in the 
nee -— rapid changes comes not to the doctoral candidate who must master 
! ore theory but to the central banker who would use current literature to 
ewer gu mide him in his current affairs toward a consistent long-run policy. 
tha A short résumé of Mr. Durbin’s proposals will be given. Although he 
al believes in the theoretical superiority and social necessity of a planned econ- 
val omy (p. 217), he also devotes two chapters to practical policy under 
ee essentially the existing framework of institutions. The first of these chap- 
bens ters is devoted to the indexes which must be constructed in order to give 
the the monetary authority adequaie knowledge. The basic indexes which he 
atra proposes are first the division of all deposits into three separate groups: 


srivate balances which handle the final income of all persons in the com- 


va munity, trading balances which carry on the production of industrial 
thin products of any kind, stock-exchange balances which represent predomi- 
nS nantly the purchase and sale of existing property and security rights and 
cial also mn purely intermediary stages of saving and investment; and second, 


the clearings to which each of these types of balances gives rise. ‘The 


He object of policy will be to stabilize the consumers’ clearings per head”’ 
icie \P: 194). 

The second chapter on practical policy concerns the instruments which 
ale can be used to accomplish the stabilization of consumers’ income per head. 
+ of A preliminary consideration of the orthodox instruments of banks is sum- 
An marized with the statement: ‘The crucial inability to increase the effective 


circulation when deflationary influences are at work . . . remains the cen- 
tral deficiency of existing banking mechanisms” (p. 202). Mr. Durbin 
would continue to use these instruments, but when they prove ineffective, 
he proposes that the final instrument of taxation be used. As is evident 
from the objective of stable consumers’ income per head, the external 
value of the currency should be permitted to reach whatever value is con- 
sistent with the execution of that object (p. 214). 
Kar R. Bopp 
University of Missouri 
Money and Banking. By Horace Wuire. Rev. and enl. by CHARLEs S. 
Tippetts and Lewis A. FROMAN. (Boston: Ginn. 1935. Pp. xiv, 
808. $3.50.) 
Horace White believed, with Aristotle, that knowledge would be greatly 
advanced if we could know how things were at the beginning. Unquestion- 
ably, one of the great virtues of his textbook was its faithful adherence to 
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the historical approach. The subject of money and banking became in his 
hands a fascinating story of development. Another great virtue of his text 
was its superb simplicity. There were very good reasons why this text. 
book went through five editions from 1895 to 1914. Two years after the 
fifth edition appeared, Horace White died, at the age of 82 years. 

Many will be pleased to discover that the revised and enlarged 1935 
edition is closely patterned after the original. The authors have succeeded 
admirably in preserving the good qualities of the old text—the simplicity 
of treatment of subject matter and the historical approach. Considering 
the highly complex and controversial character of developments in the 
field during the past twenty years, their achievement in this respect js 
noteworthy. While they have relegated to footnotes some of Horace 
White’s most effective and illuminating bits of interpretation (on th: 
grounds that they assumed man to be a “rational” animal), nevertheless, 
the present authors do an excellent piece of rationalization of their own in 
their whole task as well as in many of the difficult details. 

The original treatment of colonial and revolutionary credit, of green- 
backs, of confederate currency and of silver, as far as the panic of 1893 
as well as much of the early historical material, is retained with minor 
changes. Other parts of the original book have been rewritten, with the 
addition of much pertinent and interesting material, both historical and 
current. Also, several significant additions appear in the 1935 edition. 

There is a new section of three chapters on the subject of monetary 
standards, a brief history of the gold standard and a discussion of the 
quantity theory. There is another section of three brilliantly simplified 
chapters on foreign exchange, financing international trade, and the balance 
of international payments. Finally, there is a series of seven or eight chap- 
ters taking up the history of American money and banking since 1914. 

Where subjects are recognized by the authors to be in a controversial 
state, the issues are usually made to stand out clearly on both sides— 
two notable exceptions being the treatment of bimetallism and branch 
banking. It may well be, of course, that like the tariff these are subjects 
having reasonable arguments only on one side so far as economists are 
concerned. The treatment of bimetallism is conventional, but fails to give 
adequate discussion of the compensatory principle. The authors appear 
to assume that international codperation is a prime essential, which may 
be true, but the mere assertion is no proof. Clearly, under the circum- 
stances discussed in their treatment, with two large countries maintaining 
two different mint ratios, the result must be chaotic; but there remains 
the possibility of one large country on a fixed mint ratio, which is dis 
missed without sufficient appraisal. It is insufficient merely to assume that 
in such a case there would be two distinct ratios, the large country’s mint 
ratio and the world-market ratio. 
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The treatment of the quantity theory is interesting and filled with vital- 
ity. This desirable result has been produced by a combination of historical 
and analytical discussion with consistent reference to and quotation from 
the classical as well as modern writers on the subject. The opposing doc- 
trines are not adequately covered, however, and the authors surrender 
before the onslaught of the newer developments in quantity theory by the 
British, German and Austrian economists. One wonders whether the sim- 
plicity of the American exposition of the quantity theory is not artificial. 
For example, how much more complex would our exposition of the 

quantity theory become if we gave adequate analysis to the assumed rela- 
tionship between M and M’, and then compared these hypotheses with 


§ the contentions of B. M. Anderson? Would it be found that the quantity 


theorists are vigorously denying the validity of a doctrine which they 


| implicitly assume as valid in their premises? 


The book contains an excellent discussion of federal reserve credit 
policies and the problem of “stabilization”; but the discussion of qualita- 


: tive versus quantitative control fails to do justice to the exposition of the 
| former. It is unfair to make the qualitative theory synonymous with “moral 
F suasion.”” Something much more significant is involved, which is in reality 


the whole conception of the banking principle in living operation under 
proper qualitative standards, bringing about thereby an adequate quantity 


B of money and credit. 


The new chapter on non-commercial banking is a good summary of 
the material, but the authors have erroneously included in this chapter the 


| discussion of commercial-paper houses and acceptance houses. These insti- 
; tutions are vital agencies in commercial banking and their discussion might 


better be included in the section on the functions of banks, just as they 


} explain the clearing house at that point. A more complete exposition of 
» commercial-paper houses, acceptance houses, the National Credit Office, 


and the credit departments of banks would have supplied a good structure 
about which to build a simple and revealing exposition of the nature of 
bank credit and its relation to the price system. It is regrettable that such 
discussion is lacking in this otherwise comprehensive work. 

This book should continue to prove highly successful as a text be- 
cause the authors have made it simple and comprehensible. The use of the 
historico-analytical method throughout greatly adds to the interest and 


_ gives the theories presented a background of reality essential to student 
| understanding. It should likewise be found worth reading by advanced 


scholars in the field, for its concise summaries and its fine discrimination 


| ‘0 referring to authorities on various aspects of the subject. 


JAMEs G. SMITH 
Princeton University 
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NEW BOOKS 


BasTer, A. S. J. The international banks. (London: P. S. King. 1935. Pp. vii 
269. 12s. 6d.) 

The last of a series of four volumes on British banking undertaken by the 
department of economics at University College, Exeter, presents the “history 
and present position of the well defined group of London banks operating ig 
foreign countries.” This group is distinguished from the commercial banks 
by specialized operations in the London money market in connection with the 
financing of foreign trade and the direction of British capital exports. 

The usefulness of this study will be found in its elaboration of some of the 
details of Herbert Feis’s excellent book Europe the World’s Banker. In addition 
it will be helpful because it contains a chapter (7) covering the post-war and 
depression periods. 

Following Chapter 2, which gives a realistic and informing account of the 
technical, legal, and political difficulties faced by overseas bankers, are four 
chapters dealing with the history and work of the British international banks 
in the principal regions in which they have operated: Europe, the Near East, 
Latin America, and the Far East. These four chapters cover nearly two-thirds 
of the book (pp. 39-189). 

Some of the conclusions reached by the author are: 

That the British international banks owe very little to government initiative or 
assistance. 

That popular suspicion of the international banks has deepened into stiff pre}- 
udice. 

That the growth of nationalistic feeling in the economically subordinate countries 
will set a definite limit to the expansion of their business. 

That eventually there will be a tendency for the overseas banks to lose conner- 
tion with their home center, or pass into local hands as the less developed coun- 
tries become more mature and self-supporting. 


W. W. McLaren 


Bays, A. W. Law of negotiable instruments, with questions and problems, and 
text of Uniform Negotiable Instruments law. 3rd ed. (Chicago: Callaghan. 
1935. Pp. xiv, 230.) 

BECKWITH, B. P. Contemporary English and American theories concerning the 
effect of commercial banking on the supply of physical capital. (Los Angeles: 
Univ. of Southern California Press. 1935. Pp. 45.) 

This little monograph, which is a part of the author’s unpublished doctoral 
dissertation, A History of the Principal English and American Theories con- 
cerning the Social Utility of Bank Credit (1932), is an examination of “the 
effect of what may be called pure commercial banking upon the total quantity 
of physical capital.’’ Chief attention is devoted to the manner in which various 
writers in money and banking have treated (1) the economy of gold, resulting 
from its use as bank reserves, as a factor in “providing the real capital received 
by the borrowers of bank credit,’ and (2) the theory of compulsory savings as 
developed, for example, by J. A. Hobson and D. H. Robertson. 

The author concludes that, unless “orthodox” economists refute the theory 
of compulsory social saving, which he assumes (but does not prove) grows 
out of commercial banking practices, these economists must a9 to meet 2 
new and fundamental attack upon the social utility of commercial banking. 
WALTER E. SPAHR 
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BELL, J. W. A guide to the study of money and banking. 3rd ed., rev. (Evanston: 
i Author, Northwestern Univ. 1935. Pp. xxvii, 251, mimeographed. ) 

. BrzANSON, A., Gray, R. D. and Hussgy, M. Prices in Colonial Pennsylvania. 


® (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. xix, 445. $4.) 

m This monograph is the result of codperation, not only of the three authors 
in but also of the Industrial Research Department of the University of Pennsyl- 
ks vania, of which the authors form a part, and the International Scientific Com- 
" mittee on Price History (financed through the Social Science Research Council). 


We are accustomed to hearing criticism of codperative projects, but, as the 
e results come in, we may have to modify our judgments. Those who know about 
. the work of the Committee on Price History are aware of the untiring efforts 
of Professors E. F. Gay and A. H. Cole to encourage the various parts of the 

enterprise. 

The period covered by the present work is 1720 to 1775. The sources used 

are newspapers, merchants’ letters and accounts, and sundry bits of information 
5 posted by ship captains on arrival in the port of Philadelphia. There are five 
t chapters on regional products, three on West India products, and one each on 
the following—European imports, trade in British goods, general index of 
prices, and sterling exchange. 
- The work contributes valuable information on the commercial history of 
Philadelphia, the price history of particular commodities, and the history of 
the general price level. The prices considered are as follows: corn, wheat, to- 
bacco, rice, te kinds of bread, flour, beef, pork, two kinds of salt, molasses, 
three kinds of staves, pitch, tar, turpentine, cotton (from 1731 onward), and 
gunpowder. The prices are all wholesale and are expressed in the currency 
of the Colony. 

Looking over the general price movements, we observe that in the period 
from 1720 to 1775 there were six high spots and six bottoms. There was no 
regular rhythm. The factors at work were wars, conditions of regional trans- 
portation, and so on. 

The price items that have gone into the general index came chiefly from the 
d prices current published in the weekly newspapers. Where these are missing, 
1 data are taken from merchants’ letters or from information posted by the ship 

captains. Where there still remain gaps, the information is supplied by the 

authors. If this hypothetical bridging was not done judiciously and if the items 
were not so labelled in the price lists, we might have misgivings about the 

procedure. It is to be noted, also, that the prices are not taken from actual 
I transactions, as in the case of most of Rogers’ early data, but from statements 
.. about the market. This is not ideal but the only recourse available. 


1e There is a serious question as to whether so much refinement of statistical 
+ treatment as is here given to data so far removed from exact transactions is 
, justified. Certainly we have the assurance that comes from good workmanship. 
2 We now have a carefully compiled set of price data for a period about which 
4 we have had only scattered fragments. One more section has been constructed 
5 of the foundation of a general price history. And in passing judgment on the 
value of this work we should not fail to mention, even to emphasize, the details 
7 about Philadelphia’s trade which fellow workers will be glad to have. 
iS N. S. B. Gras 


BoprisH, M. The depression experience of savings and loan associations in the 
United States. Address delivered in Salzburg, Austria, before Fifth Interna- 
tional Congress of Savings, Building and Loan Assoc., Building Soc., and 
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Thrift Inst. (Chicago: Author, c/o U. S. Building and Loan League. 1935, 
Pp. 31.) 

M. Dé pression, progres technique et dévaluation. (Paris: Lib. Gép, 
de Droit et de Jurisprudence. 1935. Pp. 121. 16 fr.) 

EBERSOLE, J. F. Bank management: a case book. 2nd ed. Harvard problem books, 
(New York: McGraw-Hill. 1935. Pp. xiv, 508. $5.) 

Goopsar, J. E. Managing the people’s money: an analysis of banking policies 
and banking control and their relation to economic stability. (New Haven: 
Yale Univ. Press. 1935. Pp. xi, 578. $4.50.) 

HamM, J. E., compiler. Credit for the wage earner: a selected bibliography. Lib. 
bull. no. 133. (New York: Russell Sage Found. 1935. Pp. 5. 10c.) 

Harwoop, E. C. What will devaluation mean to you? (Cambridge: Am. Inst, 
for Econ. Research. 1935. Pp. 64. $1.) 

HawTrey, R. G. La circulation monétaire et le crédit. Translated by Georcts 
GaUSSEL and LEONarRD Rist. (Paris: Recueil Sirey. 1935. Pp. xi, 646.) 

This work is a French translation of the third edition of Mr. Hawtrey’s 
Currency and Credit, published in 1928. 

The only new features in this translation are to be found in a new preface 
by Mr. Hawtrey and a foreword by Charles Rist. Mr. Hawtrey remarks that 
although recent events provide material for numerous additions to the historical 
chapters, these events have not yet run their course and would add no illus. 
trations of value not to be found in those which terminate in 1927. He also 
points out that, while the prospects for a return to an international gold stand- 
ard were remote when he wrote the third edition in 1928, it would appear that 
today the world is no nearer to such a standard than it was in 1919 and in 
1923 when his first and second editions were written. 

Mr. Rist, in his foreword, reviews briefly, and praises, the contributions of 
Mr. Hawtrey both as a monetary theorist and as a practical official of the British 
Treasury. He finds pleasure in making Mr. Hawtrey’s fundamental doctrines 
accessible to the French public, but he also expresses some reservations regard- 
ing some of Mr. Hawtrey’s ideas. In particular he takes issue with Mr. Hawtrey’s 
contention that the chief function of money is to facilitate the settlement of 
debts. Rist says this is but one of its functions, and that another most funda- 
mental one—one peculiar to metallic money—is that of storing and conserving 
value for an indefinite period of time. He believes that Mr. Hawtrey’s ideas, 
while not strictly those of an inflationist, would provide a marvellous key for 
opening the door to an unlimited creation of purchasing power. 

WALTER E. SPAHR 


Horr, A. R. Embarrassing dollars and hints to their holders. (New York: 
Harper. 1935. Pp. xiti, 245.) 

JEROME, E. Governments and money, with special references to financial legisla- 
tion in the United States and the establishment of an international standard of 
trade. (Boston: Little Brown. 1935. Pp. 372. $2.50.) 

Kroii, G. Neutrales Geld und Kapitalbildung. (Berlin: Heymann. 1935. 
Pp. 127.) 

Macris, G. Planwirtschaft und Bankpolitik. (Berlin: Emil Ebering. 1935. Pp. 
136. RM. 5.40.) 

Maier, K. F. Goldwanderungen: ein Beitrag zur Theorie des Geldes. Probleme 
der theoretischen Nationalékonomie, Heft 4. (Jena: Fischer. 1935. Pp. vill, 
188. RM. 8.) 
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Mitts, R. C. and WALKER, E. R. Money. (Sydney, N.S.W.: Angus and Robert- 

son. 1935. Pp. 219. 5s.) 

Mr. Mills is professor of economics and Mr. Walker is lecturer in economics 
in the University of Sydney. The first seven chapters of this volume provide a 
ceneral exposition of the principles of money, credit, banking and prices; the 
ninth chapter gives an account of the development of the Australian monetary 
system; the tenth chapter discusses the depression problems of Australia and 
the interesting devices employed by the government to combat the ravages 
of deflation. The last two chapters, therefore, are the ones that will be of the 
most interest to American readers. 

The authors deserve especial credit for their tolerance in the discussion of 
controversial issues. 


HAROLD L. REED 


Munn, G. G. Encyclopedia of banking and finance. Vol. 1. 4th rev. ed. (Cam- 
bridge: Bankers Pub. Co., 465 Main St. 1935. Pp. viii, 784. $6.50.) 

Parsons, F. A history of banking in Connecticut. Conn. Tercentenary Commis- 
sion pub. no. 42. (New Haven: Yale Univ. 1935. Pp. 32. 25c.) 

RopkeY, R. G. State bank failures in Michigan. Vol. Vil, no. 2. (Ann Arbor: 
Univ. of Michigan Bur. of Bus. Res. 1935. Pp. 69. $1.) 

SHRIGLEY, 1., editor. The price of gold: documents illustrating the statutory con- 
trol through the Bank of England and the market price of gold, 1694-1931. 
(London: P. S. King. 1935. Pp. ix, 108. 7s. 6d.) 

This small volume comprises a valuable collection of documents and statistics 
relating to the price of gold as controlled by the Bank of England from 1694 
to 1931. The original Bank charter, the Bank act of 1844, and intervening and 
subsequent enactments of Parliament are reproduced verbatim. Since a number 
of these documents have previously been out of print, the value of the collec- 
tion is obvious. In addition to the documentary compilation just described, the 
book contains statistical tables showing the price of gold and the price of 
bar silver in the London market over a long period of. years, as well as a list 
of governors of the Bank of England since its establishment. 


F. A. B. 


THoMAS, S. E. Should the banks be nationalized? (London: Simpkin. 1935. 
Pp. 32. 6d.) 

TINTNER, G. Prices in the trade cycle. (New York: Stechert. 1935. Pp. 204. 
$12.) 

WICKSELL, K. Lectures on political economy. Vol. II. Money. Edited by LIONEL 
Roppins. (New York: Macmillan. 1935. Pp. vi, 238. $2.25.) 

Annual report of the Director of the Mint, fiscal year ended June 30, 1935, 
including report on the production of the precious metals during the calendar 
year 1934. (Washington: Supt. Docs. 1935. Pp. 115. 75c.) 

act of 1935, with summary. (New York: Prentice-Hall. 1935. Pp. 79.) 

inking developments in New York State, 1923-1934. (New York: N. Y. 

State Bankers Assoc. 1935. Pp. ix, 157. 50c.) 

The report of the progress of a Commission of twelve bankers after intensive 
study of banking conditions in New York State, excluding New York City, has 
an appendix consisting of 77 pages of statistical tabulations and five main di- 
visions entitled as follows: “Banking developments from 1923 to 1934,” ‘‘Interest 
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payments on deposits,” “Banking developments by districts,” “Banks classified 
by size of deposits,’ and ‘Summary of facts, comments and questions.” 

One of the most significant disclosures is that of the changing nature of bank 


assets and liabilities. For the period as a whole, commercial loans have declined 
while collateral loans, real-estate loans and investments have increased. Time 
deposits show a pronounced increase both in the absolute sense and in relation 


to demand deposits. As a consequence of these changes the Commission believes 
many ‘‘so-called’” commercial banks have ceased to be commercial banks in any 
proper sense of the term and have acquired more nearly the characteristics of the 
investment trust or savings bank. 

By no means unrelated to these developments, is the huge decline in “capital 


funds” and in net earnings during the years 1931-1934. Heavy charge-offs on 
investments plus the burden of interest payments on deposits, were important 
factors in causing banks in the aggregate to show net losses for each of these 
four years. The two most urgent probl ems confronting the banks in New York 


State today are: (1) rebuilding their ‘‘capital funds,” and (2) improving their 
earnings. 

Unquestionably, the present network of legal enactments designed to regulate 
commercial banking does not fit the type of banking now being carried on. It 
may mean that these laws are obsolete. On the other hand it may mean that they 
will have to be greatly extended. 


F. J. ELLERMAN 


The Economists’ Nat: Committee on Monetary Policy: statements covering 
the period November 24, 1933-May 23, 1935. (New York: Econ. Nat. Com- 
mittee on Monetary Policy, 100 Washington Sq. 1935. Pp. 59. 50c.) 

Silver in relation to monetary policy and the cotton trade of the world. Paper 


submitted by the Fed. of Master Cotton Spinners’ Assoc., Manchester, to the 
Internat. Cotton Congress, Rome, 1935. (Manchester, Eng.: Master Cotton 
Spinners’ Assoc. 1935. Pp. 35.) 

World production and prices, 1925-1934. (Geneva: League of Nations. New 
York: World Peace Foundation. 1935. Pp. 146.) 


Public Finance, Taxation, and Tariff 


Public W orks in Prosperity and Depression. By ARTHUR D. GayeEr. (New 
York: National Bureau of Economic Research. 1935. Pp. xx, 460. 
$3.00.) 


This book is the revised version of a report made to the National Plan- 
ning Board in June, 1934. The bulk of the work consists of a statistical 
analysis of the volume, distribution, and fluctuations in public works in the 
United States for the period 1919 to 1934. The author has made several 
estimates of the volume of all construction and of public construction in 
the United States for the period 1923-1932 which he compares with other 
estimates. He includes a useful criticism of the indexes of construction 
costs (a highly important topic), but unfortunately he does not make an 
index of his own. It is certain that the actual cost of construction fell sub- 
stantially more than the indexes of the Federal Reserve Bank, the Engineer: 
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ine News Record, or the Associated General Contractors. Prices of building 
materials dropped distinctly more than the indexes show, because of the 
special concessions and deductions from quoted prices which were preva- 
lent during the worst of the depression. Likewise, actual wage rates in 
the building trades dropped far more than the indexes. The unions in the 
building trades followed the policy of maintaining high rates in their agree- 
ments, but telling their members to go out and get work at whatever price 
was necessary. All of this is important because it means that the adjustment 
of the building costs to the price level had gone much farther by 1932 
than the indexes reveal. It also means that the N.R.A., and to a less extent, 
the P.W.A., did far more to increase the maladjustment between building 
costs and the price level than the indexes reveal, because the N.R.A. and 
P.W.A. were powerful influences in making quoted prices the real prices. 

The last chapter of the book is an excellent summary of the theory of 
public works as a stabilizing device. It does not, however, add to the exist- 
ing body of theory. The most important comments I have to make on the 
chapter are: (1) that it fails to point out the dangers in the creation of a 
large volume of demand deposits by deficit financing during periods of 
depression, and (2) that it does not emphasize sufficiently the fact that the 
secondary effects of public spending depend upon the progress of business 
concerns in adjusting their costs to a lower price level. No one ever starts 
to do anything about a depression until deflation has got fairly well under 
way, that is, until selling prices have already dropped. So long as costs are 
high relative to selling prices the volume of business spending is bound to 
be small, for the simple reason that managers find relatively few expendi- 
tures that are advantageous. While this condition persists, the “leakage’’ 
in government expenditures will be large and their secondary effects small. 
At the same time, increases in government spending seem to be necessary 
during periods of contraction in order to prevent reductions in the price 
of labor and other cost-determining prices from producing a drop in the 
demand for consumers’ goods. This points to the conclusion that govern- 
ment expenditures need to be accurately timed to offset the effect of re- 
ductions in cost-determining prices (particularly the price of labor) by pri- 
vate enterprises. From the standpoint of theory, it is worth mentioning 
that a planned program of taxes is just as important as a planned program 
of expenditures. Otherwise, large expenditures during depression mean 
that early in revival the government must plan new taxes to reduce its debt. 
Uncertainty created by the controversy over where the burden of the new 
taxes is to fall may easily become a major influence retarding revival. 

In Chapter 13, the author touches briefly upon some of the administrative 
aspects of a planned public works policy. The administrative problems 
raised by such a policy are important and difficult, particularly in the United 
States. As the report was evidently not intended to cover these problems, 


h 

d 

L 

A 

n 


150 Reviews and New Books [ March 


it cannot fairly be criticized for not doing so. Nevertheless, its value woul; 
have been greatly enhanced by an analysis of recent administrative exper 
ence and problems. A realistic discussion of the thorny problem of Setting 
wages on public works, particularly the problem of adjusting wages ty 
the so-called prevailing rate, would have been most illuminating. In this 
connection one would desire a comparison between rates on public cop. 
struction and market rates. Particularly important is the fact that mog 
public construction falls in the province of local governments which d 
not feel a responsibility for planning their fiscal policies for the purpose 
of influencing the business cycle. Public works cannot become a stabilizing 
factor unless the federal government can acquire substantial control over the 
timing of local spending. Will the cities, counties, and states tolerate such 
control? 

The concentration of public construction in periods of depression pre- 
supposes considerable shiftability in the timing of projects without great 
cost or inconvenience. This is a topic about which little is known. Within 
the limits of a year or two, much shifting is possible. This kind of shifting 
however, is of little help in dealing with the major depressions that seem to 
be about seven to ten years apart. The degree to which public works can 
be shifted is affected by the fact that booms are more pronounced in some 
cities than others. They usually take the form of extraordinary activity in 
certain industries. This means that streets, sewers, and schools must be 
provided in some places for rapidly growing population. Unfortunately, the 
communities in which a boom is most pronounced are also the ones in which 
the ensuing depression is most severe. In communities of this type, the 
prospect for a substantial amount of shifting does not seem bright. 

The use of public works as a stabilizing factor assumes a policy of defiat 
financing during periods of depression; and deficit financing assumes, in 
turn, that it is politically possible for the government to taper off emergenc) 
expenditures as business improves. This presupposes effective administr 
tive and political controls upon public spending. The United States is note 
worthy, however, for the absence of such controls. Certainly the experience 
of the last several years suggests that we are far from being ready politically 
for the policy of deficit fin ancing. As business has revived, the revenues 
of the federal government have increased substantially. For 1937, they are 
estimated about 75 per cent above 1934. The improvement in revenues 
however, has been accompanied, not by a gradual reduction of the defict, 
but by a rise in expenditures, which has kept the deficit in the federal 
budget virtually unchanged. Each expansion in spending has created 2 
demand for new outlays which Congress has been unable to resist. Hence, 
the outlook for 1937 is for a deficit substantially above 1934. Not unt! 
the United States develops effective controls upon the political abuse of the 
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spending power will it be ready to employ deficit financing as a stabilizing 
device. 
SUMNER H. SLICHTER 
Harvard University 


NEW BOOKS 


ANDERSON, W. Local government and finance in Minnesota. (Minneapolis: 
Univ. of Minnesota Press. 1935. Pp. xii, 355. $3.) 

Professor Anderson presents both a detailed description and a critical ap- 
praisal of local government and finance in Minnesota. The material is organized 
under three main headings: (1) the structure of local government; (2) local 
covernment finance; and (3) the functions of local government. As the section 
on local government finance is perhaps of most interest to economists, the 
comments that follow are confined to this section. 

The available statistical evidence on revenues, expenditures and debts for 
local governmental units is summarized, and on the basis of this and other 
evidence the author makes numerous detailed suggestions for reform. The 
discussion of these topics is remarkably free from ex cathedra pronouncements 
and sweeping generalizations. Evidence is adduced to show that per capita 
limitations on taxes and expenditures are preferable to millage rate limitations; 
the classified property tax, in which Minnesota was somewhat of a leader, is 
subjected to critical scrutiny; the problem of tax delinquency is treated in a 
realistic manner with appropriate emphasis upon the desirability of rewarding 
those who pay their taxes promptly; and the opportunities for relieving tax- 

rawing more heavily upon non-tax revenues are canvassed. The 


taxes. Little encouragement is given to those who believe that drastic reduc- 
ons in local expenditures can be effected by the elimination of services fur- 
ished by local governments. In addition to an analysis of the statistical 
information on local debts, the chapter dealing with this topic contains an 
appraisal of the Minnesota debt limitation law and an analysis of the debt 
retirement policies of local governments. The present debt limitation law is 
found defective because of (1) the nature of the base line against which the 
debt is measured, (2) the frequency of legislative changes in the limits, and 
(3) the overlapping of areas having power to borrow. The debt difficulties 
of recent years are traced —_— to unsound debt retirement policies in the past. 
_ The book has little to offer to those who are searching for a single panacea 
for all problems of local government, but will repay careful reading by those 
who are willing to study the problem of local government objectively. 
DoNaLp C. HORTON 


i) 


BeLcHER, G. L. The public school debt of Kentucky. (Nashville: George Peabody 

§ Coll. for Teachers. 1934. Pp. 12.) 

Borax, A. M. and BLaKEy, G. C. Fees and other non-tax revenues of Minnesota 
ocal units. Stud. in econ. and bus. no. 13. (Minneapolis: Univ. of Minnesota 
Press. 1935. Pp. 144. $1.) 

Authors conclude that the fee system of paying public officials should be 
reformed where retained; and for the most part it should be abolished. Also 
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the accounting records in Minnesota are generally very deficient and tend ty 
promote the waste of public funds. 

BurTON, G. H. Rates and taxes: why pay too much? (London: P. S. King. 1935 
Pp. 140. 3s. 6d.) 

Dey, H. L. The Indian tariff problem in relation to industry and taxation, (New 
York: Peter Smith. 1933. Pp. 304. $5.) 

The purpose of this book, written by a lecturer in economics at the Univer. 
sity of Lucknow, “‘is a critical review of the policy and administration of pro. 
tective tariffs, on which India embarked on the attainment of fiscal autonomy 
in 1921.” With the exception of the first and last chapters it is a history of the 
cotton textile, iron and steel, and sugar industries in relation to Indian tari 
policy. 

The author finds that under the policy of virtual free trade up to 1921 ther 
was a steady growth of the cotton textile industry, and that the present pressure 
for higher duties, which comes largely from the Bombay mills, is due primarily 
to overcapitalization, poor organization of the industry, and to the fact thi 
the Bombay mills are less favorably located than those in other parts of India, 
The iron and steel industry faces more fundamental difficulties in meeting 
foreign competition, in particular the location of coal, ore, and limestone 
deposits, climate, and the limited domestic market. Even with protection the 
industry has not developed rapidly, and the author believes that “whatever 
the theoretical aspects of the protective increases might be, in practice they 
are intended as well as designed to meet the difficulties of one particular firm’ 
(p. 229). The duty on sugar, which before the World War was low and of 
little protective significance, has been increased greatly since 1916, and the duty 
fixed in 1932 represented an ad valorem rate of about 135 per cent. 

On grounds of theory, as well as on the basis of Indian industrial history, 
the author challenges the movement for high protection which now has 90 
much support among Indian nationalists. He points out the regressive char- 
acter of import duties, and stresses the influence so often exercised by vested 
interests in the framing of rates. His conclusion is that protection should be 
granted most sparingly, and that where it is decided to subsidize selected 
domestic industries direct bounties are preferable to tariffs. 

FRANK WHITSON FETTER 


Gesuart, J. C. A surplus instead of a deficit: a plan for balancing the federd 
budget for the fiscal year 1937. (New York: Nat. Economy League. 1935. 
Pp. 18.) 

Griziotti, B. Vecchi e nuovi indirizzi nella scienza delle finanze. (Padua: Av- 
tonio Milani. 1935. Pp. 114.) 

The older Italian students of public finance have for many years been en: 
gaged in controversial discussions of methodology in their science. In this 
volume the views of two leaders of opposing schools of thought are summ:- 
rized. Griziotti bases the discussion on a review of De Viti de Marco's monv- 
mental Principii de Economia Finanziaria. In addition, the author offers his own 
interpretation of the approach to fiscal problems. Griziotti has marked respect 
for De Viti as a sound thinker and has taken great pains to make his book a 
non-partisan forum for the expression of the conflicting viewpoints. 

Following the German and Austrian scholars, De Viti is interested primarily 
in the development of a theoretical “system” of public finance and in linking 
fiscal problems to value and equilibrium economics. Griziotti, on the other 
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hand, sees a limited scope for the fiscal science. He recommends the allocation 
of the study of the ag enn of “public services” to the field of political 
economy proper. Public finance, Griziotti tells us, “is essentially the science of 

ublic revenues and concerns itself with public services only as given elements 
of fact necessary to determine the amount of revenues needed to finance the 
state’s budget’”’ (p. 30). 

It is not surprising that the two authorities differ on the many questions of 
covernmental revenues and debts discussed by Griziotti which serve as 
vehicles for presenting both viewpoints. Fees, according to Griziotti, are not 
prices but taxes, just as the state is an independent entity and not a codperative 
grouping of individuals. De Viti defines taxes as payments based on the con- 
sumption of public services (in proportion to income) ; while for Griziotti, 
taxes are payments, determined by ability to pay principles, for general and 
special advantages inherent in association with a state. The legalistic-political 
concepts of the latter explain his interest in specific and isolated tax problems, 
such as capital gains and international double taxation. 

J. WILNER SUNDELSON 


HarrISON, E. R. A digest and index of the official reports of tax cases (income 
tax, super-tax, sur-tax, inhabited house duty, corporation duty, excess profits 
duty and corporation profits tax), being a judicial dictionary of tax law. Sth ed., 
rev. and enl. (London: H. M. Stationery Office. New York: British Library of 
Information. 1935. Pp. xlix, 1265. $9.65.) 

Hauser, H. E. and Mackey, D. D. Transit unification and the credit of New 
York City. (New York: Gertler. 1935. Pp. 41.) 

HittHouse, A. M. New sources of municipal revenue. (Chicago: Mun. Finance 
Officers’ Assoc., 850 E. 58th St. 1935. Pp. 78. $1.) 

LamB, Mrs. B. P. The United States and the war debts. (Washington: Nat. 
League of Women Voters. 1935. Pp. 31.) 

Lance, E. Der Buch- und Betriebspriifungsdienst der Reichs finanzverwaltung. 
(Jena: Fischer. 1935. Pp. x, 114. RM. 4.) 

MUIRHEAD, J. F. Land and unemployment. (New York: Oxford Univ. Press. 
1935. Pp. xix, 211. $2.50.) 

This renewed plea for the single tax is put out under a misapprehension, if 
the statement on the jacket is taken at its face value. This statement reads: 
“It has generally been regarded as a scheme dear to the heart of the political 
‘left, but in this book the late Dr. Muirhead puts forward an eloquent plea 
for its consideration not as a socialist panacea, but as a bulwark against en- 
croaching socialism.” 

This, of course, was Henry George’s own idea presented with even greater 
eloquence and if it is not now generally sededeal it is hardly likely that the 
present exposition will correct so deep-rooted a misunderstanding. 

NorMAN J. WARE 


Montcomery, R. H. Federal income tax handbook, 1935-1936. (New York: 
Ronald. 1935. Pp. xix, 1034. $10.) 

MontGoMery, R. H. and MAGILL, R. Federal taxes on estates, trusts and gifts, 
1935-1936. (New York: Ronald. 1935. Pp. x, 458. $5.) 

Newcomer, M. An index of the taxpaying ability of state and local governments. 
(New York: Teachers Coll., Columbia Univ. 1935. Pp. vii, 85.) 

PARANAGUA, O. Tariff policy. (New York: Oxford Univ. Press. 1935. Pp. ix, 


223. $2.) 
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This book is by a professor of economics in the University College of Sig 
Paulo. About three-fourths of it is devoted to details of the construction and 
administration of tariffs; commercial treaties, tariff preference, and reciprocity: 
and import quotas. The discussion is almost entirely factual, with practical] 
no analysis or appraisal. There is a sketch of mercantilism, and British tarif 
history, but only a few pages are given to the principles of foreign trade. The 
book gives scarcely a hint of the advantages of an international division of 
labor. Professor Parangua has little use for the traditional analyses of foreign 
trade, and rejects the comparative cost theory with the comment that it “is a 
theory to support free trade, and not a theory of international trade” (p. 24). 
His view is that tariffs are needed to equalize production costs, to protect the 
economic life of a country against other countries where conditions of labor 
and capital are different, and in general to prevent “foreign national economies, 
which are stronger and better organized,” from benefiting at the expense of 
the home country. On the basis of the views expressed in this book, there are 
few, if any, tariffs which would not be in the interest of the country imposing 
them. 

FRANK WHITSON FETTER 


Picou, A. C. Protective and preferential import duties. Ser. of reprints of scarce 
works on pol. econ., no. 2. (London: London School of Econ. and Pol. &i. 
1935. Pp. xiv, 117. 6s.) 

REDDAWAY, W. B. The Russian financial system. (New York: Macmillan. 1935. 
Pp. x, 106. $2.25.) 

SCHATTSCHNEIDER, E. E. Politics, pressures and the tariff. (New York: Prentice- 
Hall. 1935. Pp. xi, 301. $2.50.) 

Every individual who has been clamoring for the non-interference of gov- 
ernment with business should read this ‘‘study of free private enterprise in 
pressure politics, as shown in the 1929-1930 revision of the tariff.” If he does 
not already know it, he will need no further evidence that business of almost 
every description clamors for governmental interference in the shape of a pro- 
tective tariff. Industry now takes the position that it is entitled to protection 
(p. 88), and this has been carried so far, in fact, that the tariff has become “so 
indiscriminately broad as to destroy the logic and sense of the policy” (p. 283). 

The author, confining his study entirely to the Hawley-Smoot tariff, first 
takes his reader through the hearings before the committees and through the 
evidence collected. The inadequacy and inaccuracy of the entire procedure, 
together with the failure to substantiate the claims made by witnesses, shows 
how farcical was the whole business. 

The political behavior of the pressure groups, both the insiders and the 
outsiders, with their peculiar characteristics and methods of procedure, is dis- 
cussed in detail. The entire study is closely documented from the hearings 
before the Ways and Means Committee and the Senate Finance Committee 
as well as from the lobby investigation. Certainly the author, from the evidence 
of the thoroughness of his work, would not have missed a presentation of 
evidence to the effect that the consumer has an important stake in tariff making, 
yet none may be found. 

Those who have believed that tariff making is our biggest economic and 
political racket will have their belief confirmed by reading this study; those 
who have formed no opinion can hardly think otherwise, once they have seen 
the evidence. 

MERLIN H. HUNTER 
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SELIGMAN, E., and others. Taxation today. Finan. manag. ser. no. 48. (New 
York: Am. Manag. Assoc. 1935. Pp. 24. 75c.) 

VAN DE WOESTYNE, R. S. State control of local finance in Massachusetts. Harvard 
econ. stud. 49. (Cambridge: Harvard Univ. Press. 1935. Pp. xii, 184. $2.50.) 

Wuyte, W. Financing New York City. Pamph. ser. no. 2. (Philadelphia: Am 
Acad. of Pol. and Soc. Sci. 1935. Pp. viii, 70. 50c.) 

WILLARD, J. F. Parliamentary taxes on personal property, 1290 to 1334: a study 

in medieval English financial administration. (Cambridge: Mediaval Acad. of 

America. 1934. Pp. xii, 357.) 


This work, the result of years of laborious research in a difficult field, has 
as its purpose “‘to serve as a guide to the practical working of the administra- 
tive system within a limited sphere of activity.” To achieve his aim, the author 
has presented a detailed survey of ‘‘a new kind of taxation (which) came into 
existence in England during the late Middle Ages, the taxation of personal 
property, known to contemporaries as the taxation of movable goods.” 

Thorough scholarship and superb organization of material combine to produce 
a volume valuable both to the specialist and to the more general student of 
economics and public administration. In the earlier chapters the author con- 
cisely delineates the origins, nature, and early history of the taxes on movables. 
He next details carefully the machinery and records of assessments and goes 
into a minute description of the movables assessed and those exempt from 
taxation. The more general reader will probably be astonished at the list of 
exemptions and must conclude that the incidence of this particular type of 
taxation bore heavily indeed upon the poorer elements in the population. 
The later chapters are given over to a full discussion of the machinery of col- 
lection and its operation from the source to the final account at the exchequer. 

The non-specialist will probably confine his reading largely to the introduc- 
tion and the last five chapters in the book, the former giving an historical 
outline of the origins and early history of the tax, the latter a description of 
the administrative machinery devised for its collection. To the specialist the 
entire book will be an inexhaustible source of detailed factual information. 

LORNE T. MORGAN 


Wricut, S. F. China's customs revenue since the Revolution of 1911. 3rd ed., 
rev. and enl. with the assistance of JoHN H. CuBBON. (Shanghai: Inspectorate 
Gen. of Customs. 1935. Pp. iv, 674.) 

Woos Ley, J. B. State taxation of banks. (Chapel Hill: Univ. of North Carolina 
Press. 1935. Pp. 140. $2.50.) 

Budget of United States government for fiscal year 1936. (Washington: Supt. 
Docs. 1935. Pp. 973. $1.50.) 

The City of New York: a record of financial progress. (New York: Brown 
Harriman. 1935. Pp. 54.) 

Conflicting taxation: the 1935 progress report of the Interstate Commission on 
Conflicting Taxation. (Chicago: Am. Legislators’ Assoc. and Council of State 
Govts. 1935. Pp. 202. Mimeographed. ) 


Federal and state governments are tapping the same tax base for revenue. 
Of these bases subject to federal-state duplication, the following are relied upon 
as major sources of income: personal income tax, corporation income tax, in- 
heritance and estate taxes, taxes on admissions to amusement places, tobacco 
tax, alcoholic beverage taxes and the gasoline tax. 

Four recommendations are urged which will eliminate tax conflicts: ‘(1) 
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centralization, or the ‘federal administration of taxes subject to uneconomic 
administrative duplication coupled with federal grants-in-aid, national ad. 
ministration with state sharing, and state additions or supplements to nationally 
administered taxes’; (2) federal credits, whereby ‘when both the federal gor- 
ernment and the states impose similar taxes, amounts paid under the state ta 
would be allowed as an offset against the taxpayer's liability under the feder| 
tax up to a specified percentage of the liability’; (3) segregation, wherein 
complete or partial separation of the tax field would be secured through the 
assignment of certain types of taxes exclusively to the federal government and 
of certain other types of taxes exclusively to the states; and (4) intergovem. 
mental comity, to be made effective through interstate reciprocity and retalia- 
tion, and promotion of uniform state laws and administrative methods.” 
The report was prepared under the direction of James W. Martin. 


Customs regulations and procedure in the United Kingdom of Great Britain and 
northern Ireland. (London: H. M. Stationery Office. New York: British Library 
of Information. 1935. 50c.) 

Digest and index of the official reports of tax cases. Sth ed. (London: H. M. St: 
tionery Office. New York: British Library of Information. 1935. $9.65.) 

1935 everyman’s income tax: information every taxpayer should have in prepa. 
ing tax returns. (Chicago: Commerce Clearing House. 1935. Pp. 32.) 

Federal tax law with explanatory digest: Revenue acts of 1934 and 1935. (New 
York: Prentice-Hall. 1935. Pp. xxxvi, 91.) 

Financial statistics of cities, 1933. (Washington: Supt. Docs. 1935. Pp. 168 
75c.) 

Forest taxation in the United States. Dept. of Agric., misc. pub. 218. (Washing. 
ton: Supt. Docs. 1935. Pp. 681. 75c.) 

Manual of the securities of the United States government and its instrumenitalities. 
(Boston: First Boston Corp. Pp. 40.) 

National debt: return for each of the years 1913-14 to 1934-35, together with 
relative appendices. (London: H. M. Stationery Office. New York: British 
Library of Information. 1935. 20c.) 

New Hampshire State Tax Commission: report to the governor and council on 
new sources of revenue. (Concord: State House. 1935. Pp. 46.) 

New York State franchise tax on business corporations: amendments of 1935. 
(New York: Guaranty Trust Co. 1935. Pp. 58.) 

Odd lot municipal bonds for the imvestor. (New York: Lebenthal. 1935. 
Pp. 35.) 

Reports of the United States Board of Tax Appeals, volume 31, August 1, 1934, 
to January 31, 1935. (Washington: Supt. Docs. 1935. Pp. 1301. $2.) 

The rival remedies: public economy and reduction of taxes vs. public extravagance 
and higher taxation. (London: British Pub. Econ. League. 1935. Pp. 24. 3d.) 

Tax systems of the world: a year book of legislative and statistical information 
including all the states of the United States. 6th ed. (Chicago: Tax Reseatch 
Foundation. 1935. Pp. 365. $10.) 

Notes on previous editions have appeared, the last in March, 1935, p. 153. 

This new edition is enlarged by the inclusion of 19 new tables, covering state 
estate and gift taxes; property tax exemptions; taxation of motor carriers; 
limitations on taxation; and the revenue produced by various types of taxation. 
The editorial direction is under the New York State Tax Commission, aided 
by 200 tax authorities and experts. 
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1936 | 


Population and Migration 


Migration and Planes of Living, 1920-1934. By CARTER GOODRICH, BUSH- 
rop W. ALLIN and MaRIon Hayes, Study of population redistribu- 
tion, No. 2. (Philadelphia: Univ. of Pennsylvania Press. 1935. Pp. 
viii, 111. $1.00.) 

This second bulletin in a series reporting conclusions of researches into 
the perplexing problem of population redistribution serves to emphasize 
the tremendous difficulties involved in circumscribing humanity within 
quantitative limits. In Chapter 1 the authors state that this volume “rep- 
resents the second attempt . . . to build up a part of the factual basis on 
which an intelligent migration policy might be predicated.” But when they 
attempt to set up criteria upon which to secure their facts, they find them- 
selves confronted with variables impossible to convert into reliable in- 
dices. Herein lies one of the serious weaknesses in a study of this nature, 


| albeit not the fault of the researchers. We are told (p. 17) that “no attempt 


to define standard of living” is made; that such conclusions as have been 


ireached are based upon a doubtful index involving three elements—namely, 
| radios, telephones and income tax; that the use of this index produced “‘a 


fairly useful picture of the country by large areas.” 
Standard of living, of course, is often a function of character and tem- 


© pcrament, elements which hardly lend themselves to quantitative meas- 


urement, yet which it seems no serious study of this sort can afford to 
overlook. Inefficiency in working land often leads to low returns and a 


low plane of living; furthermore, a given plane of living may be neither 


desired by a given people nor attainable by them if desired, owing to the 
people's inherent incapacity. This idea seems to be substantiated by the 
statement (p. 47) that “the highest proportions of populations on relief 


Sappear to reflect chronic rather than temporary conditions of distress and 
jthe same areas picked out as most unfavorable by the depression index 
jtcnd also to be those indicated by the measures applied in time of pros- 
perity.”” 


The study shows that migratory gains in population have occurred in 


purban and industrial districts and that in the South they occur universally 


and in the North almost universally in the counties with the higher living 
levels. Furthermore, “‘certain of the best farming areas, notably in Iowa, 


| were losing population in spite of the fact that they are in the highest 
category of the plane-of-living measure.” Perhaps these farmers had the 


intelligence to anticipate temporary reversals while those who moved from 


the cities to low plane-of-living areas were those persons in the cities al- 


teady associated there with a low plane of living. 
The authors conclude that “in the long run, attempts at permanent 


stchabilitation of back-to-the-land migrants in poor-land areas are most 
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likely to fail. people are not likely to remain when pros. 
perity returns ng the emergency, the use of land syb. 
marginal for « ulture but available for subsistence farminp 
and ‘squatting nds of people as the best economic Op- 
portunity knov {ny program designed to prevent the use 
of poor land a tber for industrial unemployment will have 
to provide alter r better than those withdrawn.” 

This contribu tth while even though the authors are full; 
aware of their the problems set before them. They are 
convinced, how ‘ration on a large scale must remain as one 
of the essential ijustment to the changing opportunities of 
dynamic societ uld not aim “to reduce human mobility 
but to give it s 1 guidance” (p. 9). | 

The work is four interesting full page colored maps 
of the United § respectively ‘Population Change, 1920- 
1930,” “Agricu 29,”" “Plane of Living, 1928-1929,” and 
‘Persons on R ’ a number of smaller black and white 
maps of the nat raphs and tables. 


EUGENE VAN CLEEF 
O} 1 ) State 


EW BOOKS 
BOUTHOUL, G. I monde: les grands événements historique 
guerre et p yes d’avenir. (Paris: Payot. 1935. Pp. 253.) 

BURGDORFER, | icklung im dritten Reich: Tatsachen und 
Kritik. (Berlin ). Pp. viii, 84. RM. 2.40.) 

KLINEBERG, O. R (New York: Harper. 1935. Pp. ix, 367.) 

O'BRIEN, J. A., birth control, according to nature's law, in 
harm ny with (Fort Wayne: Courtney Co. 1934. Pp. xxi, 
152.) 

PEARSON, S. V ribution of population. (New York: Wiley 
1935 Pp. 145 

REYNOLDs, L. G rant: his economic and social adjustment in 
Canada. (Nev Univ. Press. 1935. Pp. xx, 364. $3.50.) 

Statistical report r 1934, in 985 cities of the United State 
(New York: A Assoc. 1935. Pp. 29.) 


Problems and Reforms 


Economics, Sox Modern World. Essays in Honor of T. N 
Carver. Ed E. HIMEs. (Cambridge: Harvard Univ. 
Press. 193 00. ) 

The seventiet Professor T. N. Carver, who in 1932 fe 
tired from Harv fter 30 years of distinguished service as 
professor of polit marked by the publication of this volume 
of essays, contr t by 18 former students. The range 0! 
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fessor Carver's own teaching interests. Thus there are four papers grouped 
under the heading, “Agricultural economics’: “Agricultural fundamen- 
talism,” by Joseph Stancliffe Davis; ‘The Canadian wheat pool in pros- 
perity and depression, by Harald S. Patton; “Overhead costs in agricul- 
ure: a problem in social control,’’ by Roland S. Vaile; and “The objec- 
tives of economic control,” by E. J. Working. As contributions to “Eco- 
nomic theory and history’’ there are published 10 essays: ‘Theoretical as- 
pects of the scale of production,’ by M. M. Bober; “Interest in work: 
some research problems, methods, and results,” by Z. Clark Dickinson; 
The mercantilism of Gerénimo de Uztariz: a reéxamination,” by Earl J. 
Hamilton; ‘“Pioneer life in Western Kansas,” by John Ise; ‘‘On the chemi- 
cal phase of the Industrial Revolution,” by T. J. Kreps; “Some proposi- 
tions on interest,”’ by R. S. Meriam; “Some aspects of the theory of rent: 
Von Thiinen vs. Ricardo,” by Bertil Ohlin; “The nature of our program 
for national economic recovery,’ by C. J. Ratzlaff; “Business cycles,” by 
juhn Philip Wernette; and “The rationalization of production and of re- 
production,” by A. B. Wolfe. In Part 3, “Sociology,” there are four papers: 
“Socialism in theory and practice,” by Frederick A. Bushee; ‘Migration 
between city and country in the Buffalo metropolitan area,’”’ by Niles Car- 
penter; “Cultural compulsives: the survival of dogma in the sciences,” by 
Wilfrid Harris Crook; and ‘‘New light on the causes of the declining birth 
rate,” by Norman E. Himes. 

Most of the articles represent reports on specialized research projects; 
and no effort will be made, in the brief space available, to comment on 
these. The more general papers, however, exhibit a common characteristic 
to which attention ought to be called. This is the nature of the judgment 
which they express regarding the present state of our economic society and 
its probable future development. Invariably the ‘‘established” economic 
order is adversely criticized; invariably, the possibility of radical modifica- 
tion is presented. 

Thus Working declares that competition as a socially satisfactory device 
for economic control has for some decades been increasingly hamstrung by 
various rigidifications, chiefly consequent upon industrial concentration, 
but also resulting from labor combinations; and he concludes that if com- 
petition is not to be done away with entirely it must be supplemented by 
“anew sort of administrative control over monopolistic and semi-monopo- 
listic industries.” Working’s faith that two kinds of control may be made 
to integrate effectively is not shared by Ratzlaff. The latter also anticipates 
“a remarkable increase in economic collectivism,” but is severely doubtful 
of the possibility of successfully combining laissez-faire with governmental 
control of production. Wolfe, viewing the future from the standpoint of 
the student of population trends, is equally pessimistic about the present 
economic set-up. “As long,” he declares, ‘as we allow industry to be con- 
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interests will resist rational and centralized 
tard both the more effective utilization of 
reform of distribution of money income 
basic problem of production— the mar. 
suggests, in a manner that leaves little 
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nations represent the complete expression of this sort of capitalism. He 
believes that the New Deal contains only two seeds that have promise of 
growing into real planning—these are the Tennessee Valley Authority and 
the Civilian Conservation Corps. The A.A.A. and the N.R.A. adopted 
“restrictive policies” which are contrary to real planning. On the whole, 
Mr. Cole thinks the New Deal almost exclusively an attempt to reform 
capitalism so that it may be preserved. He apparently attaches scant im- 
portance to the experience under the New Deal as a foundation for further 
planning. He has no faith in the extension of planning unless the political 
patty in power has proclaimed socialist objectives. 

A fundamental fault with the book is the confusion and error in the 
author's analysis of the nature and significance of pricing in any planned 
economy. He is much impressed with the fact that in a planned economy 
a closer control over the relative volumes of resources and over the di- 
vision and use of purchasing power will greatly influence the imputed 

products of the scarce resources. Because of the possibilities of such control 

e fails to recognize the necessity of imputation and pricing in the efficient 
aaneien of production even for a collectivist economy. 

Loyal to some of the alleged tenets of Marxism, Mr. Cole tries to es- 
tablish “real quantities of labor” as the only “real costs.’’ His treatment 
of this matter is wholly unacceptable to those who have not had their 
reasoning processes dulled by an emotional bias toward Marxism. 

In planning the division of income, Mr. Cole suggests an outright 
social dividend to all members of society to provide the requirements for 
a basic standard of life, a further social dividend to provide for consump- 
tion above the minimum, and additional and differential payments to 
workers as an incentive to personal efficiency. Despite his arguments this 
seems a fantastic scheme, not because such a social dividend is impossible, 
but because there is no adequate recognition of the necessary relationship 
between the resource cost of goods and their selling price. Such a relation- 
ship is necessary if production is to be socially efficient in any economy. 
Furthermore, an undue emphasis is placed upon the obviousness of needs 
and the freedom of planning authorities to ignore resource costs in provid- 
ing goods to fill needs. He ignores the fact that choices between different sorts 
of commodities are possible throughout the whole range of basic necessities. 

It is regrettable that the principles of planning should receive such 
questionable treatment in this otherwise highly commendable book. 

J. G. EvANs 

University of North Carolina 


The Gay Reformer: Profits before Plenty under Franklin D. Roosevelt. 
By Mau rITZ A. HALLGREN. (New York: Knopf. 1935. Pp. 328. 
$2.75.) 
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ICE PARMELEE. (New York: Wiley. 1935 
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Many, perhaps most, of the 25,000,000 women whose unpaid labor operates 
these going concerns are possessed by the producer complex. The “home- 
workers’) working week” is shown by various studies to average over 55 hours 
in village and country and approximately 48 hours in cities. The bulk of this 
time is devoted to routine household tasks. Potential Marys who might, with 
proper education and experience, do a good job as directors of consumption 
are well nigh lost in the shuffle of Marthas devoting exaggerated attention to 
productive labor of only incidental importance. Benjamin R. Andrews, how- 
ever, in this revised edition addresses himself hopefully to the potential Marys 
in the 60 per cent group of our nation above the level of subsistence and 

overty. Reducing the time now spent on household tasks by purchasing 
electrical and other labor-saving devices or by hiring household help, they are 
to turn their released energies to the higher job of management. This job is 
discussed under two heads (1) personality economics and bio-economics of 
the family, and (2) business economics and social economics of the household. 

Household business economics is analyzed with respect to household income, 
expenditures, savings and accumulation of household capital. In order that the 
highest satisfaction may result from outlays for food, clothing, shelter, house- 
keeping, health and culture, Professor Andrews strongly urges the use of the 
“ancient art of household accounts” as part of the mechanics of intelligent 
husbanding of household resources. Most of his book is devoted to household 
business economics from this angle of management. The central idea, although 
given much less space, is of the household as a “personal institution,’ its most 
important functions being to continue the race and to cherish the family. 

There are worth-while background chapters on sources of consumer credit 
and problems of household debt, on recent family budget studies, and on the 
group purchase plan, as well as social insurance plan, of providing health, 
sickness and death services. Women desiring useful economic advice on the 
doing of their ancient job in the modern world will read this volume with 
profit. But women who in the first place question the economic justification 
of a myriad of separate small-scale households, who in the second place stand 
for the utmost utilization of man power regardless of sex, will probably prefer 
the more critical writings of such economists as Davenport, Mitchell, Kyrk 
and Reid. 

Grace S. M. ZORBAUGH 


ARNOLD, T. W. The symbols of government. (New Haven: Yale Univ. Press. 
1935. Pp. vi, 278. $2.50.) 

Contains a chapter on ‘Economics and the law.” 

Baker, P. N. Hawkers of death: the private manufacture and trade in arms. 
Reprinted. (London: The Labour Party. 1935. Pp. 29. 2d.) 

Beck, P. G. and Foster, M. C. Six rural problem areas: relief—resources— 
rehabilitation. An analysis of the human and material resources in six rural 
areas with high relief rates. FERA res. monog. 1. (Washington: Works 
Progress Admin., 1734 N. Y. Ave. N.W. 1935. Pp. 176. Gratis.) 

BENJAMIN, H. R. W., editor. Education for social control. (Philadelphia: Am. 
Acad. of Pol. and Soc. Sci. 1935. Pp. 255. $2.00.) 

BINGHAM, A. M. Insurgent America: revolt of the middle classes. (New York: 
Harper. 1935. Pp. vii, 253. $2.50.) 

This book starts out with the premises that capitalism has broken down 

(p. 6) and that this breakdown is due primarily to the fact that purchasing 

power is not made available in sufficient quantities to buy the goods that might 
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DAXLANDEN, H. M. Social-economic security by constitutional means. (Phila- 
delphia: Dorrance. 1935. Pp. 255. $2.) s 
DENNIS, L. The coming American fascism. (New York: Harper. 1936. Pp. xiii, 


Pp. 53. 25c. 
hans y, J. 9 a and social action. (New York: Putnam’s. 1935. Pp. viii, 
DicKINSON, J. Hold fast the middle way: an outline of economic challenges and 

alternatives. (Boston: Little Brown. 1935. Pp. xi, 239. $1.75.) 

The author of this book, now assistant attorney general, was formerly assistant 
secretary of commerce. His general thesis is that the time has come when the 
covernment must assume a large share of responsibility for the satisfactory 
functioning of our economic system. In the matter of government control of 
business, our great need is to avoid both reactionary and radical excesses. While 
some degree of governmental supervision or direction is a matter of necessity, 
practical business management should be left in private hands, and the profit 
motive should be retained as a stimulus to progress. 

In defense of the policies of the present administration, the author insists 
that the first essential for economic welfare is the maintenance of the purchas- 
ing power of the public. No industrial system can operate successfully without 
adequate markets. In the recent depression, in contrast with conditions pre- 

vailing in earlier depressions, there was little or no possibility that wage 
reductions and lower prices might stimulate any significant increase in our 
export trade. Thus the hope of recovery lay in increased purchasing power in 
the domestic field; and to accomplish this there was introduced a program of 
high wages and widely distributed relief. 

The book is not merely a defense of compromise, as the title might imply, 
but a concise statement of positive economic policy. The best chapters are those 
dealing with planning, production control, price stability, and foreign trade. 
The reviewer would question the views expressed on the significance of low 
interest rates in hastening recovery. He also feels that in the discussion of 
wages and work relief several important considerations have been omitted. 
But on the whole the volume is well organized and carefully written, and it 
should prove helpful to many who are wrestling with the general problem 
of economic planning. 


J. E. MOFFAT 


DoucLas, P. H. The impact of recent social and economic changes upon the 
family. Child welfare pamph. no. 38. (Iowa City: State Univ. of Iowa. 1935. 
Pp. 20.) 

Du PassaGE, H. Morale et capitalisme. (Paris: Flammarion. 1935. Pp. 248.) 

FANFANI, A. Catholicism, protestantism and capitalism. (New York: Sheed 
and Ward. 1935. Pp. 224. $2.) 

FERRAND, L. Problémes d’économte politique et sociale: salaires—coo pération— 
réglementation du travail—maladies sociales—assurances sociales—habitation. 
(Paris: Alcan. 1935. Pp. xii, 933. 75 fr.) 

Foro. P. Work and wealth in a modekn port: an economic survey of Southampton. 
(London: Allen and Unwin. New York: Peter Smith. 1934. Pp. 223. $3.) 


_ This thesis for a doctorate, like many another, suffered somewhat from 
lack of resources and from other demands upon the author. One of these, 
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GARLAND, C. M. Depressions and their solution: economic, moral and philo- 
ophical aspects, with a chapter on Roosevelt and his policies. (Chicago: Guil- 
ford Press. 1935. Pp. 187. $2.50.) 

GaskILL, N. B. Profit ana social security: a study of costs, claims and controls 
under capitalism. (New York: Harper. 1935. Pp. xviii, 260. $3.50.) 

A former chairman of the Federal Trade Commission makes a plea for 
the operation of capitalism on a basis that would be tolerable and equitable 
for all and concerns himself with the ways to assure the operation of fair 
competition. This involves, he says, “the retention both of the property device 
and the capitalistic system subject to the correction of the causes of maladjust- 
ment which are inherent in our present methods of employing them.’’ The 
author believes that “the capitalist system cannot exist without the continued 
replacement of capital in use, and its increase and wider use is contingent 
upon profit.” How to adjust this situation is the problem of both public 
welfare and public interest. The trust laws in so far as they seem to provide 
for free competition have not worked out very well. The author appears to 
object to the rule of reason as applied by the Supreme Court, but offers no 
real substitute for such judicial action. Mr. Gaskill believes that price fixing 
of some sort by public control is necessary, but does not show definitely 
how it can be brought about. As a matter of fact, there is no group of men 
wise enough, let alone disinterested enough, to fix the price of any commodity. 
This is seen in the failure of the recent attempt to fix the price of wheat, 
pork, cotton, and the debacle in silver. The book, although repetitious, is a 
real contribution to the whole question of the public regulation of business 
in the future. 

GEORGE M. JANES 


GuBeRT, L. Philosophy and economics. (Houston: Southwest Printing Plant. 
1935. Pp. 81.) 

Hasic, M. A. Catholic leadership toward social progress—the third order. 
Franciscan stud. no. 15. (Washington: Author, 1362 Monroe St., NE. 1935. 
Pp. 74. 50c.) 

HANKINS, F. H. An introduction to the study of society: an outline of primary 
facts and fundamental institutions. (New York: Macmillan. 1935. Pp. 
808. $4.) 

HANNA, P. R., and others. Social science primer. Curriculum found. ser. (Chi- 
cago: Scott Foresman. 1935. Pp. 96. 56c.) 

HATHAWAY, E. V. Partners in progress. (New York: McGraw-Hill. 1935. 
Pp. 310. $2.50.) 

Hauser, H. La paix économique. (Paris: Armand Colin. 1935. Pp. 180. 
10 fr. 50.) 

This is an excellent small volume dealing with the conditions necessary for 
better international trade, financial relationships and essentials in the economic 
foundations of world peace. Professor Hauser is thoroughly informed as to 
the economic and political situation in Europe, and his realistic grasp is re- 
vealed in the feeling of tension which pervades his essay from beginning to 
end. At the very close he too modestly suggests that conditions change so 

fast that his view, as he writes the conclusion, may not be correct. 

The essay is admirably constructed in three parts. The first deals with eco- 
nomic warfare in the present-day world, and Hauser proceeds to give a brief 
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Detailed descriptions are given of the new institutions for building security 
around workers, including the Institute for the Protection of Mother and 
Child, with its many services, and the various forms of social insurance. It is 
estimated that these together form a socialized wage of considerable size, 
so that a monthly wage of 80 roubles amounts to an actual wage of 115 roubles. 

The revolution in housing and the development of “‘social feeding,” cen- 
tralized laundries and baths, together with the social care of children, have 
made possible, in the large cities at least, higher standards of living for many 
thousands. While losses have undoubtedly been encountered in the working 
out of the new programs, it is the opinion of the writers that the gains have 
far outstripped them. Among the latter they count the release of many women 
from the great strain of carrying double jobs, those at home and those in the 
factory. Naturally the Russian home has been greatly modified in the process, 
but the family, nevertheless, remains the unit of social organization. And so, 
say the authors speaking for the Russian revolutionary, the good life of the 
future will lie not in baking and washing the family linens but in organizing 
public service so that woman may “give her time and attention to the refine- 
ment of her family and of society. In these things, to attain a really cultivated 
society, sex differences, like class, must be obliterated.” The volume will be 
welcome to students of Russian affairs as a careful and comprehensive account 
of industrial life in the Soviet Union during recent years. 
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Kos, J. H. and BRUNNER, E. DE S. A study of rural society: its organization and 
changes. (Boston: Houghton Mifflin. 1935. Pp. xiv, 642.) 

Lamb, B. P. Buyers beware: the case for new food, drug, and cosmetics legisla- 
tion. (Washington: Nat. League of Women Voters. 1935. Pp. 15. 15c.) 

LELAND, R. G. Distribution of physicians in the United States. (Chicago: Am. 
Medical Assoc. 1935. Pp. 62. 50c.) 

LippINcoTT, B. E., editor. Government control of the economic order: a sympo- 
ium, (Minneapolis: Univ. of Minnesota Press. 1935. Pp. viii, 119. $1.75.) 

LIPPMANN, W. The new imperative. (New York: Macmillan. 1935. Pp. 52. 
$1.25.) 

Brief papers written in the Spring of 1935. The “new imperative” relates 
to the responsibility of the government for “the maintenance of the standard 
of life prevailing among the people.” 

Mayes, M. The development of the press in the United States: an outline of 
certain of its social, economic and political considerations. (Richmond, Mo.: 
Missourian Press. 1935. Pp. x, 279.) 

bE MICHELIS, G. World reorganization on corporative lines. (London: Allen. 
1935. Pp. 312. 10s.) 

Moon, P. T., editor. Problems of social security legislation in the United States. 
Addresses and papers presented at the semi-annual meeting of the Academy of 
Political Science, April 16, 1935. (New York: Acad. of Pol. Sci. 1935. 
Pp. iv, 132.) 

— H. Labour and sanctions. (London: The Labour Party. 1935. Pp. 7. 
id.) 

Norbskoe, J. E. Social reform in Norway: a study of nationalism and social 


democracy. (Los Angeles: Univ. of Southern California Press. 1935. Pp. vii, 
184.) 


Price, G. V. The new social order in America. (Kansas City: Brown-White. 
1935. Pp. 241. $2.25.) 
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An initial chapter gives a brief history of her life and its achievements. 
Then follows a series of papers covering many different subjects but in all 
cases converging on problems of economic and social welfare. 

Several articles deal with California situations, but each of these has a 
general significance as well. Among the subjects treated are: old-age security, 
care of the indigent sick, the self-help movement, unemployment relief, infant 

mortality, national planning for recreation, labor organization, and codperative 
efforts. Somewhat apart from the general line of thought are the articles on 
psychiatry and crime as a biological reaction. The article on social insurance 
in Great Britain is of particular value to Americans at this time. 

The book closes with a list of the published writings of Dr. Peixotto. 
Although this little book was prepared to honor a particular individual, its 
contents are of such a nature that the general reader will profit thereby. The 

arious points of view of independent thinkers are, of course, presented, and 
nity of thought was not contemplated or deemed desirable. 


GEORGE B. MANGOLD 


f Nations: budget for the eighteenth financial period (including the 
tion of expenses) (1936) and report on financial questions adopted by 
assembly at its sixteenth ordinary session on September 28th, 1935. (Ge- 
neva: League of Nations. 1935. Pp. 1001-1121.) 
Low cost housing here and abroad. Report to Mayor La Guardia of his special 
housing commissioner. (New York: Nathan Straus. 1935. Pp. 39.) 
“National” government's disarmament record. (London: The Labour Party. 
1935. Pp. 17. 1d. ) 
nium and labour: being a report on a documentary investigation into the extent 
ind | effects of opium-smoking among workers. Stud. and rep., ser. b, no. 22. 
angen Internat. Labour Office. 1935. Pp. 67. 50c.) 
vate proprietary and endowed schools giving trade ana industrial courses. 
Office ‘of Educ., bull, no. 8. (Washington: Supt. Docs. 1935. Pp. 91. 10c.) 
Problems of vocational guidance. Stud. and rep. ser. J, no. 4. (Geneva: Internat. 
Labour Office. 1935. Pp. iv, 183. $1.25.) 
Report of the national survey of potential product capacity. (New York: N. Y. 
ity Housing Authority. 1935. Pp. 381. $4.) 
| Security act, with summary. (New York: Prentice-Hall. 1935. Pp. 47.) 
in industry. (London: Labour Pubs. Dept. 1935. Pp. 16. 1d.) 


Insurance and Pensions 


irance or Dole? The Adjustment of Unemployment Insurance to Eco- 

nomic and Social Facts in Great Britain. By E. WIGHT BAKKE. (New 
Haven: rs ule Univ. Press, for Inst. of Human Relations. 1935. Pp. 
xii, 280. $2.50.) 


This is the most searching study of British unemployment insurance 
that has been written by an American. Mr. Bakke is not satisfied with gen- 
cralities but has plunged into the heart of the matter by a detailed study of 
administrative problems, and the conditioning factors, the circumstances, 
which dominated both practice and theory. When this is accomplished the 
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cannot insure must be assisted. His study proves chiefly that trial and error 
coverned by circumstances is the way in which these matters have been 
managed. It will discourage economic planners and give aid and comfort 
to those who would do nothing and to those who would chance all. 


NORMAN J. WARE 
Wesleyan University 
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ALEXANDER, W. My half-century in life insurance. (New York: Harper. 1935. 
Pp. 233. $3. 

CLARK. he - others. The service of the broker to the assured in liability 
insurance (including compensation). Three essays submitted in competition 
for the Waldemar J. Nichols award for 1935. Howe readings in insur., no. 18. 
(New York: Insurance Soc. of N. Y. 1935. Pp. 43. 25c.) 

CiarK, S. A. The first hundred years of the New England Mutual Life Insurance 
Company, 1835-1935. (Boston: N. E. Mutual Life Insur. Co. 1935. Pp. 135. 
$1.50. 

Pet H. W. Selection of risks for life insurance, health insurance, accident 
insurance. (Cincinnati: Nat. Underwriter Co. 1935. Pp. 380. $5.) 

FarRAR, H. M. Foreign insurance folly. (Los Angeles: Author. Box 1045. 1935. 
Pp. 8. 25c.) 

FuLLER, L. L., editor. The wage-earner’s life insurance. Law and contemp. prob., 
vol. ii, no. 1. (Durham: Duke Univ. Law School. 1935. Pp. 138. 60c.) 

SorrGEL, T., editor. Jahrbuch des Reichsversicherungs-Reichsversorgungs- und 
Fursorgerechts. Jg. 23. (Stuttgart: Kohlhammer. 1935. Pp. xxvii, 371. 
RM. 12.) 

The Association of Life Insurance Presidents: proceedings of the twenty-ninth 
annual convention held in New York, December 5 and 6, 1935. (New York: 
Assoc. of Life Insur. Pres. 1935. Pp. 220.) 

The International Labour Organisation and social insurance. Stud. and rep., set. 
M, no. 12. (Geneva: Internat. Labour Office. 1936. Pp. viii, 219. $1.50.) 

Pennsylvania workmen’s compensation studies. Part I. (a) Outline of needed 
changes in the Pennsylvania workmen's compensation system and supporting 
information including the law as amended to December, 1934. (b) The results 

f workmen’s compensation in Pennsylvania: a study of the Pennsylvania 
system from the point of view of the injured worker by JOHN P. HORLACHER. 
(c) Statistical tables. Part II. Self-insurance of workmen's compensation in 
Pennsylvania by Howard M. TEArF, Jr. (Harrisburg: Pennsylvania Dept. of 
Labor and Industry. 1934. Pp. 175; xxiii, 161; 278; viii, 176.) 


_ These comprehensive studies, issued late in 1934, present technical material 
in admirable form for educational and legislative purposes, and mark a de- 
parture from the usual methods of preparing government reports. 

The main volume on Needed Changes aims to compile all the material in 
general and summarized form, including the report of an earlier Commission 
on Occupational Disease. The findings are sweepingly reformist in character. 
Proposals for modification in the compensation system are specific, and cover 
a great variety of topics, as medical benefits; compensation for minors; second 
injuries; coverage and reporting of occupational disease; illegal commutation 
of benefits; interest on delayed payments; revocation of exemption privileges ; 
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prosecution ft the strengthening of the state workmen’s in. 
surance fund idministrative control. 

The technic rnor Pinchot’s Committee of 1933 to investigate 
Workmen’s ¢ | Insurance, under the chairmanship of Pro. 
fessor C. A. k Wharton School, was used as the groundwork fo; 
the other inte [hat report, presented in the volume, is confined 
principally to idministrative improvements in the system to 
increase the se rker, and covers legal, procedural, medical, and 
insurance reco Its findings were based on hearings in the cities 
of the state, wi fr nsurers, employers, and employees, regarding 
the operation on system. y 

Even more he mass of data in the Results of Com pensation 
volume. This s ith C.W.A. and L.W.D. aid, offers the most 
extensive analy n procedure recently made in this country. 
As many as 1: viewed claimants and others involved in 7,000 
cases; and the the trail of compensation back to the accident 
were the basis ive presentation of the weakness of the law 
and administr: t the objectives of the system, and still allow 
the workers t he cost of industrial accidents. 

These studies tent objective survey of the problem—the 
first attempt to evaluate the working of the law in its 17 years 
of operation. 7 t 1 disturbing picture of administrative inade- 
quacy, and of t protection of the injured employee under the 
present state la they have already served to spread a realization 
of the need fo: is. 

Reform of tl ourse backed by organized labor, which used 
the studies to rislative hearings employers’ representatives 
complained tha s and charts comparing Pennsylvania’s compen- 
sation system w her states were misleading, and objected to the 
estimated incre $30,000,000 annually, incident to the new mea 
sures. These bi passage in the Senate, and the contest will no 
doubt be renev ’ Legislative session. 


FRANCIS TYSON 


Report of the in mmissioner, 1934. (London: H. M. Sta 

tionery Office. } h Library of Information. 1935. 45c.) 
Paupe! Charities, and Relief Measures 
EW BOOKS 

BROWNING, G. A f poor relief legislation in Kansas. Sox 
serv. monog. no Univ. of Chicago Press. 1935. Pp. xvii, 157.) 

CLARKE, J. J. Sox cluding the poor laws. 2nd-ed. (London: 
Pitman. 1935. P 5s.) 

Digest of state le incing of emergency relief January 1, 1931 

June 30, 193 Supt. Docs. 1935. Pp. 57.) 

On relief: genera (Washington: F.E.R.A., Research Section. 
1935. Charts 21.) 

State and local wel be State of New York: a summary report 
upon the admini relief services, with recommendations. Legis 
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n- The new survey of London life and labour. Vol. YX. Life and leisure. (London: 
p. S. King. 1935. Pp. xiv, 445. 17s. 6d.) 

te 
0- Socialism and Co-operative Enterprises 
or 
ed NEW BOOKS 
to puRNS, E., editor. A handbook of Marxism. (New York: Random House. 1935. 
‘a Pp. 1087. $3.) 
A satisfactory compilation. 
1g Catuin, G. E. G., editor. New trends in socialism. (London: Lovat Dickson. 5s.) 

Cote, G. D. H. The simple case for socialism. (London: Gollancz. 5s.) 
” ENGELS, F. Socialism, utopian and scientific. Translated from the German by 
st EDWARD AVELING. Marxist lib., vol. ii, (New York: Internat. Pubs. 1935. 
Pp. 93. 75¢.) 
" Gyores, A. Co-operation in Sweden. Translated by JOHN Downie. (New York: 
- ‘Bonnier Pub. House. 1935. Pp. 125. $2.) 
1 Lez, H. W. and ARCHBOLD, E. Social democracy in Britain: fifty years of the 
a socialist movement. Edited by HERBERT TRACEY. (London: Social Democratic 

Fed. 1935. 7s. 6d.) 

Ne MoNCKMEIER, O., editor. Jahrbuch fir nationalsozialistische Wirtschaft. (Stutt- 
gart: Kohlhammer. 1935.) 
- Morrison, H. and Daings, D. H. London under socialist rule. (London: The 
“ Labour Party. 1935. Pp. 20. 1d.) 


American coéperation, 1935. Papers comprising the eleventh summer session 
of the Am. Inst. of Codperation at Cornell Univ., July 15-19, 1935. (Wash- 
ington: Am. Inst. of Codp. 1935. Pp. xii, 676.) 


a Statistics and Its Methods 
NEW BOOKS 


ARKIN, H., and others. Statistical methods as applied to economics, business, 
education, social and physical sciences, etc. Rev. and enl. ed. (New York: 
Barnes and Noble. 1935. Pp. 275. $1.50.) 
1 BRUMBAUGH, M. A. and RIEGEL, R. Study problems in business statistics. (New 
York: Am. Book. 1935. Pp. 144. $1.) 
Darmols, G. Statistique et applications. (Paris: Colin. 1934. Pp. 200.) 
Davis, H. T. and NELSON, W. F. C. Elements of statistics with application to 
economic data. (Bloomington: Principia Press. Pp. xi, 424. $4.) 
ELDERTON, W. P. and FipparpD, R. C. Construction of mortality and sickness 
tables. 3rd ed. (New York: Macmillan. 1935. Pp. 140. $2.) 
) KuczyNskI, J. Weltproduktion und Welthandel in den letzten 100 Jahren. 
; ({Libau, Latvia: Meyer. 1935. Pp. 72. RM. 3.90.) 
This volume of “statistical studies, especially of developments under mo- 
nopolistic capitalism” (sub-title) attempts no new or novel interpretation of 
production and trade tendencies. Declining rates of growth in the production 


. of basic materials form the subject of the first section. The data presented 

(furnished to the author by Carl Snyder of the New York Reserve Bank) 
rt clearly portray the slowing pace, but there is insufficient evidence to warrant 
the author's conclusion that “the crippling effects of monopolism on produc- 


tion, the tendencies to create stoppage and stagnation, are readily ascertainable 
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Lucas, J. W., Dept. of Bus. Org., Ohio State Univ., Columbus, Ohio. 

Lyne, J. G., Room 940, 30 Church St., New York City. 

McCarthy, H. L., De Paul Univ. Coll. of Commerce, 64 E. Lake St., Chicago, III. 

McDougal, M. V., School of Commerce and Bus. Admin., Univ. of Alabama, University, 
Ala. 

McFall, R. J., 711 Lyonhurst Rd., Cherrydale, Va. 

McManus, T. F., College of New Rochelle, New Rochelle, N.Y. 

Margraf, Sister A., Ursuline College, 2234 Overlook Rd., Cleveland, Ohio. 

Marquardt, P., 415 W. 120th St., New York City. 

Merriam, Mrs. I. C., 32 Summit Ave., New London, Conn. 

Miller, E. L., Simpson College, Indianola, Iowa. 

Moe, F. B., Virginia Junior College, Virginia, Minn. 

Mogilnitsky, T. A., 3725 Elkader Rd., Baltimore, Md. 

Morris, B. R., 90714 California St., Urbana, III. 

Mortenson, W. P., Dept. of Agric. Econ., Univ. of Wisconsin, Madison, Wis. 

Murphy, M. E., College of St. Elizabeth, Convent, N.J. 

Nelson E. R., Russell Sage College, School of Bus. Educ., Troy, N.Y. 

Niebyl, K. H., University Club, Madison, Wis. 

Niehaus, F. R., 521 Cornell St., Palo Alto, Calif. 

Noyes, G. E., 2802 Yale Station, New Haven, Conn. 

Page, Mrs. A., 1759 R St., N.W., Washington, D.C. 

Patterson, J. H., 2671 Shasta Rd., Berkeley, Calif. 

Pitt, C. H., School of Public Affairs, Princeton University, Princeton, N.J. 

Radford, S., Hotel Wentworth, 59 W. 46th St., New York City. 

Reilly, E. E., University of Western Ontario, London, Canada. 
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Riegel, J. W ' ty of Michigan, Ann Arbor, Mich. 
Ross T HB f So. California, Los Angeles, Calif. 


Rowe, W. H., I Bureau of Agric. Econ., Washington, D.C. 
Rub n, | klyn, N.Y. 

I P., Mi ry, Vt 

Sal v.. Calif 

Saulnier, R. J M attan, N.Y. 

Shaffer, W. B State University, Columbus, Ohio. 
Sigsbee, R. A 1, NJ 

Simon, L. G Y ork City. 

Sn = a 25 Broad St., New York City. 
Sn Park, Mass 

Sn W. B vn, Mass. 

on \y I rs, N.Y 

on G s, N.Y 

Spielmans, J. \V Blackstone Ave., Chicago, III. 
Standinger, H vy York City. 

Stet F. ngton, D.C 

ste York City 

Stone, C. N., Newton, Mass. 

Sufrin, S. ¢ D te University, Columbus, Ohio. 
Taylor, W. H., M I ngton, W.Va. 

Teaf, H. M., ] Ave.. Lansdowne, Pa. 

Thompson, C. | |, Mt. Hermon, Mass. 

Tow, C. W., I Burlington, Iowa. 

Traylor, O. F., I Ashland College, Ashland, Ohio. 
Tripp, L. B., 2 vy Haven, Conn. 

Turner, R. (¢ mbus, Ohio. 

Turney, M. ¢ Univ. of Illinois, Urbana, II. 
Villard, H. H tk City 

Waid, A. ¢ E. Cleveland, Ohio. 

Welsh, E. C., | Bldg., Ohio State Univ., Columbus, Ohio. 
West, R. J., 4 f Illinois, Urbana, Ill. 
Wheldon, C. H New Haven, Conn. 

Whitten, R., 1 j N.Y. 

Williamson, H ridge, Mass. 

Willis, H. P. B f Vermont, Burlington, Vt. 
Wolkiser, A. M York City. 

Woodruff, R. J Hampshire, Durham, N.H. 
Yntema, D. B., A N.W., Washington, D.C. 

The eighteet ng of the American Association of Collegiate 
Schools of Bu t the Harvard Graduate School of Business 
Administration | persons interested in education for business at 
the collegiate i y invited to attend. 

The Bureau Social Research of the Denver University School 
of Commerce | sales survey in codperation with the federal 
Department of Co rvey will cover monthly retail sales of repre: 
sentative retail nd Wyoming. 

Applications research assistantships in the Institute of 
International S iressed to the director, Dr. Nicholas J. Spyk 
man, Yale Uni nclude the following information: (1) academ- 
ic record; (2) issertation; (3) bibliography of publications; 
(4) three refe raph. Applicants must have the Ph.D. degree 
or expe O 


A prize of $ red by the Atlantic Monthly Press and Little, 
Brown and Cor basal textbook or textbook series in the field o! 
social studies f hool. Competition closes on October 1, 1956 
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The American Film Institute, sponsored by the American Council on Education 
(744 Jackson Place, Washington, D.C.) is conducting a survey for the purpose 
of listing all motion pictures which have an educational value. This includes, in 
addition to the classroom film, subjects useful to medical students, scientific 
workers, vocational classes and C.C.C. camps. Any person or organization who 
has produced, or who distributes rights to, a motion picture that should be 
included in this list is urged to send for film catalog cards in order that the 
information file may be as complete as possible. 


Messrs. Jardine, Matheson and Company, Ltd., have presented the Augustine 
Heard records in their possession to the Sterling Library of Yale University, and 
their own early papers to Cambridge University, England. These are the papers 
of the largest private company trading in the Far East, and the records are 


practically complete from 1819. 


The Population Association of America (308 Victor Building, Washington, 
D.C.) is now publishing an annotated quarterly bibliography of books and 
atticles from all countries on population topics, entitled Population Literature. 
The Association also supplies its members with Population, published at irregular 
intervals by the International Union. 


The Society for the Advancement of Management, Inc., has instituted the 
publication of a bi-monthly entitled The Society for the Advancement of Manage- 
ment Journal (New York, 29 W. 39th St., $3.00). 


The Transportation Association of America (Transportation Bldg., Chicago) 
has begun the publication of a bulletin entitled America’s Transportation. The 
first issue appeared in February. 


Announcement is made by Pichon et Durand (20 rue Soufflot, Paris) of the 
publication of Etudes d'Economie Sociale by Walras, hitherto out of print, con- 
taining an additional chapter entitled ‘Souvenirs du Congrés de Lausanne, 1860,” 
and a preface by M. Gaston Leduc; also Etudes d’Economie Politique Appliquée. 
Each volume contains a portrait of Walras. The same publishers announce for 
November Eléments d’Economie Politique Pure; and there is planned for pub- 
lication in the near future, on the assumption that the first two volumes above 
mentioned are generously received, Walras’s Abrégé des Eléments d'Economie 
Politique Pure, hitherto unpublished, and a volume of selected papers by Walras, 
most of them not easily accessible, under the title Mélanges d'Economie Politique 
et Sociale. 

Appointments and Resignations 


J. T. Allen, formerly of the faculty at Virginia Polytechnic Institute, is assistant 
professor of economics at Alabama Polytechnic Institute. 


Frank L. Barton from Louisiana State University is instructor in economics 
at Alabama Polytechnic Institute. 


Robert Beasley, administrator of the Department of Public Welfare of Denver, 
has been added to the teaching staff of the department of social work at the 
University of Denver during the winter quarter. 


Edward Berman has been granted a leave of absence from the University of 
Illinois in order to carry on an investigation for the Works Progress Adminis- 
tration in Washington. 
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Thomas Set of the Harvard Graduate School was appointed 2 
instructor in € ; at Duke University. 

Morton Bodfish he Northwestern University School of Commerce has bee, 
promoted to the f associate professor of land economics. He was the only 
American speak Fifth International Congress of Building Societies, hel 
in Salzburg, A tember 2-6, 1935. 

Leon A. Bos Northwestern University School of Commerce has been 
promoted to ‘the sistant professor of organization and marketing. 

Norman’ S. B Yale University will be on the summer faculty of the 
University of Soi f fornia 

J. Parker Bu faculty of the University of Pennsylvania has been 
appointed expet il trade for the United States Bureau of the Census, aun 


Ha 


Alexander E. ¢ tly head of the department of agricultural economic 
at Massachusetts State | ge, has been appointed head of the newly created 
department of « it the same institution. 

Edward H. ¢ of Harvard University is on leave of absence during 
the second half sent academic year. 

Richard M. ¢ stant in economics at Rhode Island State College. 

W. L. Crum of Ha University is on leave of absence during the second 
half of the present year 

Carroll R. Dau professor of economics at the University of Pittsburgh, 
is on leave for th ester of the present year in order to direct a research 
project for the United States Department of Labor. 

Ralph L. Dewey y resigned as associate professor of economics at Ohio 
State University t e position of chief of the Division of Transportation 
and Communicat f the Census of Business, 1935, has terminated that con- 
nection and has tra | to the Bureau of Foreign and Domestic Commerce 
as chief of the I on of Transportation. 

Mabel E. Dick or in the department of economics at Rhode Island 
State College, is o the academic year 1935-36, studying in the field of 
labor economics n School of Economics. 

John T. Dolan University is instructor in economics at Rhode 
Island State Colles irses in accounting, corporation finance and invest- 
ments in the abse fessor Mabel E. Dickson. 

C. H. Donovan of University of North Carolina is assistant professor of 
economics at Alaba: yvtechnic Institute. 

J. Franklin Ebersole, professor of finance at the Harvard University Graduate 
School of Business A tration, has been appointed visiting Sterling lecturer 
at the Yale University Sct of Law for a part of the second semester, 1935-36. 

J. G. Evans has been granted a leave of absence for the remainder of the 
present year from rsity of North Carolina to engage in research with 


the Committee on of the National Resources Board. 
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Leslie T. Fournier of Princeton University is serving as a public utility economist 
in the Research Division of the Securities and Exchange Commission. 


Maurice A. Freeman has been appointed instructor in economics at Ohio 
State University. 

Philip L. Gamble, formerly instructor of economics at Wesleyan University, 
has been appointed assistant professor in the department of economics at Massa- 
chusetts State College. 


Cecil M. Gillespie of Northwestern University School of Commerce has been 
promoted to the rank of associate professor of accounting. 


Walter W. Glaeser of the University of Washington has been appointed 
instructor at the University of Saskatchewan. 


Harry G. Guthmann of Northwestern University School of Commerce has 
been promoted to the rank of professor of finance. 


Everett Day Hawkins, formerly instructor at Princeton University, has been 
appointed instructor in economics at Mount Holyoke College. 


Reginald V. Hobbah, instructor in economics at the University of Pittsburgh, 
is on leave to teach in the College of Commerce of the University of Iowa for 
the second semester of the present academic year. 


Florence M. Hutsinpillar, professor of social work and head of the department 
of social work at the University of Denver, has been granted a three months’ 
leave of absence to do research in Chicago for the Council of Social Agencies. 


Eliot Jones of Stanford University will teach in the summer school at Harvard 
University. 

Miles H. Jones of the School of Business Administration, University of Pitts- 
burgh, has been promoted to the rank of associate professor of business law. 


A. D. H. Kaplan, professor of economics and social studies at the University 
of Denver, has been granted a leave of absence to accept a position as Director 
of Living Costs and Consumption in Urban Centers, working in codperation 
with Miss Frances Perkins, Secretary of Labor. 


Simon Kuznets has been appointed professor of economics and statistics in the 
Wharton School of the University of Pennsylvania. 


L. Douglas Meredith, formerly of the University of Vermont and formerly 
Commissioner of Banking and Insurance for the State of Vermont, has resigned 
from these connections in order to accept a position in the investment department 
of the National Life Insurance Company of Montpelier. 


Lloyd Metzler is assistant instructor in accounting at the University of Kansas. 


R. W. Nelson of the University of Iowa is on leave of absence, serving as 
taxation economist with the Forest Taxation Inquiry at New Orleans. 


Margaret Openshaw is in charge of the statistics laboratory at Rhode Island 
State College. 
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as a member of the State of Pennsylvania Com, 


University School of Commerce has been pro. 


id economics at Harvard University. 


sor of social work at the University of Denver, 


economics at the University of Otago, Dunedin, 


his earlier training. 


odrdinator of W.P.A. projects at Omaha 
ssor of economics at the School of Commerce 


1 States civil service appointment. 


tly assistant professor in economics at Mount 
| assistant industrial economist in the federal 


hwestern University School of Commerce has 
uctor in finance and economics. 


tructor in economics at the University of Vir- 
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seminar in the theory of money and credit 
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